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FOREWORD 


House  of  Representatives, 
Committee  on  International  Relations, 

Washington  D.C.,  January  1977. 
In  view  of  the  considerable  public  discussion  concerning  the  use  of 
U.S.  food  resources  for  diplomatic  purposes,  the  Committee  on  Inter- 
national Relations  is  publishing  the  following  study  in  the  belief  that 
it  will  be  helpful  to  Members  of  Congress  and  those  in  the  executive 
branch  and  among  the  public  at  large  who  are  interested  in  this  subject. 
Publication  of  this  document  is  not  to  be  construed  as  endorsement 
by  the  committee  or  any  of  its  members  of  the  views  expressed  therein. 
The  study  was  prepared  for  the  committee  by  the  Congressional 
Research  Service  of  the  Library  of  Congress,  by  Theodor  Galdi,  ana- 
lyst in  international  relations ;  Janice  Baker,  analyst  in  environmental 
policy;  and  Leo  Mayer,  senior  specialist  in  agriculture. 

Thomas  E.  Morgan,  Chairman. 
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SUMMARY 


This  study  examines  issues  surrounding  the  concept  of  food  power 
and  its  potential  use  by  the  United  States.  Food  power  is  the  diplo- 
matic influence  that  a  food-exporting  country  exercises  over  the  deci- 
sions and  activities  of  other  nations  either  because  of  the  control 
(whether  actual  or  perceived)  that  the  exporting  country  has  over  a 
specific  market  or  segment  of  a  market,  or  as  a  concomitant  to  the  abil- 
ity of  the  food-exporting  country  to  provide  food  aid  to  needy 
countries. 

The  exercise  of  food  power  can  take  a  number  of  forms,  including 
diplomatic  negotiating  positions  on  terms  of  commercial  agricultural 
trade,  entering  into  long-term  supply  agreements,  unilateral  restric- 
tions on  or  embargoing  of  exports  to  specific  countries  or  regions,  or 
various  forms  of  food  aid  transfers  to  individual  countries. 

Food  power  can  be  based  either  on  market  control  or  on  the  depend- 
ence of  specific  countries  on  food  aid  imports.  For  an  exporting  coun- 
try to  have  food  power  based  on  market  control  with  respect  to  a 
particular  commodity  and  a  particular  importing  country,  the  follow- 
ing four  conditions  must  generally  exist:  (1)  The  importing  country 
must  require  sizable  quantities  of  the  product:  (2)  the  required  quan- 
tities must  constitute  a  significant  percentage  of  the  country's  total 
consumption;  (3)  no  readily  available  alternative  source  can  exist  or 
be  quickly  developed:  and  (4)  no  satisfactory  substitutable  commod- 
ity can  be  available  or  quickly  developed  elsewhere. 

For  an  exporting  country  to  have  food  power  based  on  food  aid. 
it  is  enough  that  it  have  surplus  food  that  it  is  willing  to  transfer  on 
concessional  terms,  that  other  potential  suppliers  not  be  able  or  willing 
to  make  comparable  concessional  transfers  on  the  same  scale,  and  that 
an  importing  country  be  in  a  sufficiently  weak  financial  or  foreign 
exchange  position  that  it  cannot  meet  its  domestic  food  requirements 
without  seriously  sacrificing  its  economic,  and/or  defense  programs. 
The  prerequisites  for  the  existence  of  this  type  of  food  power  are 
relatively  independent  of  world  market  conditions. 

With  regard  to  the  recent  position  of  the  TTnited  States  in  world 
markets,  this  study  finds  that : 

(1)  As  a  result  of  its  recent  paramount  position  in  world  food  mar- 
kets for  wheat,  feed  grains,  and  soybeans,  the  United  States  has  had,  in 
recent  years,  opportunities  to  evercise  food  power  over  specific  coun- 
tries based  on  market  control.  Tt  is  possible  that  such  opportunities 
will  recur  with  some  frequency  in  the  coming  decade. 

(•?)  Recent  opportunities  for  tho  exercise  of  food  power  based  on 
market  control  bv  the  TTnited  States  have  resulted  primarily  from 
world  weather  patterns  that  led  to  temporary  scarcity  conditions  in 
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wheat  and  feed  grain  markets.  Only  to  a  very  limited  degree  have 
these  opportunities  resulted  from  U.S.  administration  policies  or  leg- 
islative action. 

(3)  In  contrast  to  the  shortage  conditions  during  the  1972-74  period, 
world  agricultural  markets  during  most  of  the  period  since  1920  have 
been  characterized  by  surpluses  that  have  led  to  producer  country  pol- 
icies of  trade  protection,  commodity  dumping,  excess  commodity  stock- 
piling, and  for  some  countries,  large  scale  foreign  food  aid  program?. 

(4)  With  few  exceptions,  past  limitations  on  exports  of  U.S.  agri- 
cultural commodities  have  not  proven  to  be  effective  mechanisms  for 
exercising  food  power.  In  some  cases  this  has  been  because  conditions 
for  effective  market  control  did  not  exist:  in  others  because  the  goal 
of  the  effort  was  not  to  extract  specific  policy  changes  or  actions  but 
rather  to  express  American  displeasure  or  to  safeguard  U.S.  supplies 
at  reasonable  prices. 

(5)  Limitations  on  U.S.  agricultural  exports  have  had  a  major  im- 
pact on  key  domestic  economic  sectors.  By  depressing  farm  prices,  they 
worked  to  the  disadvantage  of  agricultural  sectors  through  lowering 
farm  income.  They  also  added  a  new  element  of  unpredictability  to  a 
business  that  must  cope  with  great  uncertainty.  The  reaction  of  U.S. 
farm  groups  to  recent  limitations  on  U.S.  agricultural  trade  has  been 
uniformly  negative. 

(6)  To  use  U.S.  market  control  food  power  effectively  in  the  future 
would  require  a  major  restructuring  of  existing  mechanisms  for  the 
conduct  of  U.S.  foreign  agricultural  trade  in  order  to  increase  govern- 
mental control  over  the  availability,  pricing,  and  disposition  of  com- 
modities. To  adapt  the  Federal  role  in  agricultural  trade  in  a  way  that 
would  facilitate  the  coherent  exercise  of  food  power  would  generate 
a  major  debate  in  the  United  States  because  of  the  domestic  economic 
and  political  ramifications  that  such  a  change  would  entail. 

(7)  U.S.  food  aid  programs  have  provided  the  opportunity  for  the 
exercise  of  one  form  of  food  power  since  the  end  of  World  War  II. 
These  programs  undertaken  for  economic,  political,  and  humanitarian 
reasons,  have  provided  basic  sustenance  to  millions  of  people  but  not 
without,  generating  controversy  within  this  country,  with  competitors 
in  agricultural  export  markets,  and  even  with  the  recipients.  The  exact 
role  of  food  aid  in  overall  U.S.  foreign  policy  has  been  in  a  state  of 
uncertainty  for  sometime. 

(8)  When  the  preconditions  for  the  existence  of  market  control  or 
food  aid  food  power  exist,  the  amount  and  type  of  diplomatic  leverage 
available  to  this  country  from  the  exercise  of  such  power  may  vary 
considerably  from  country  to  country  because  of  similar  <>r  different 

political,  economic,  social,  or  cultural  ties.  In  some  instances  these  Pac 

tors  tend  to  make  the  use  of  food  power  unlikely.  In  other  instances. 
they  tend  to  validate  its  use. 

0>)  Because  of  the  growth  of  U.S.  agricultural  exports  in  the  last 
•jo  years.  U.S.  foreign  agricultural  trade  policy  has  tended  to  em- 
phasize free  trade  in  agricultural  products  and  t  he  removal  <>f  barriers 
to  agricultural  trade,  Any  general  use  of  U.S.  food  power  as  a  diplo- 
matic weapon  would  rim  counter  to  this  trend  and  perhaps  engender 
trade  retaliation  in  other  areas. 


Questions  raised  by  this  study  include  the  following : 

(1)  To  what  extent,  if  at  all,  ought  the  U.S.  Government  be  pre- 
pared to  implement  comprehensive  and  coherent  food  power  policies  \ 

(2)  What  would  be  the  extent  and  character  of  governmental  con- 
trol over  agricultural  trading  required  if  such  policies  were  to  be 
implemented? 

(3)  Is  the  current  export  control  legislation  an  appropriate  vehicle 
for  authorizing  the  sort  of  comprehensive  control  over  U.S.  agricul- 
tural exports  that  may  be  required  by  such  policies  ? 

(±)  In  light  of  the  current  positions  of  spokesmen  for  U.S.  farm 
groups,  what  steps  would  be  necessary  to  assure  their  support  if  it 
were  decided  to  use  U.S.  food  power  to  a  greater  extent  ? 
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I.  THE  ISSUE  OF  U.S.  FOOD  POWER 

For  most  of  the  i24  years  from  19TS  to  1972,  world  grain  markets 
were  plagued  by  surpluses  and  low  prices.  Government  intervention 
was  common,  both  to  support  grain  prices  and  to  deal  with  grain  sur- 
pluses. Unlike  the  period  following  World  War  I,  when  the  volume 
of  U.S.  grain  exports  fell  dramatically,  the  level  of  U.S.  grain  exports 
was  maintained  after  World  War  II.  This  initially  was  done  with 
food  aid  through  several  temporary  aid  programs.  After  1954,  these 
temporary  aid  programs  were  consolidated  into  the  Food  for  Peace 
program  (Public  Law  480),  which  became  an  important  vehicle  for 
exports  of  American  grain.  Over  80  percent  of  U.S.  wheat  exports 
were  financed  with  food  aid  funds  as  late  as  fiscal  year  1965.  These 
exports  had  important  effects  on  the  importing  countries,  where  grain 
supplies  were  augmented  and  the  developed  countries,  where  the  prob- 
lems of  overproduction  and  declining  grain  prices  were  partially 
alleviated. 

In  one  year,  107:2.  the  long  history  of  farm  surpluses  abruptly 
changed.  As  a  result  of  several  conditions — the  1971  devaluation  of 
the  dollar,  the  severe  drought  in  Africa,  the  failure  of  the  rice  crop  in 
Southeast  Asia  and  Korea,  the  decline  in  anchovy  catches  off  Peru,  and 
the  de-ire  of  the  Soviet  Union  to  prevent  slaughter  of  livestock  herds 
after  massive  drought — the  world  food  picture  changed,  from  price 
depressing  surpluses  to  food  shortages,  particularly  of  grain. 

Having  endured  2-1  years  of  often-surplus  conditions  and  possessing 
an  agricultural  sector  that  had  become  highly  productive  and  efficient, 
the  United  States  found  itself  in  a  commanding  position  in  the  world 
grain  market.  While  there  had  been  earlier  discussions  aI>out  the 
appropriate  context  for  providing  food  to  world  markets,  following 
the  Arab  oil  boycott  of  1973,  demands  became  frequent  that  the  United 
Stales  use  its  agricultural  exports  t'»  establish  a  similar  kind  of  eco- 
nomic and  diplomatic  power.  Often  these  demands  were  not  based  on 
an  analysis  of  the  necessary  conditions  that  had  to  be  met  if  food 
exports  were  to  serve  a  purpose  similar  to  t hose  of  pet roleum  exports. 

This  paper  examines  the  feasibility  of  using  food  in  a  diplomatic 
context.  After  setting  out  the  statistical  and  historical  background 
of  recent  U.S.  agricultural  export  and  agricultural  trade  policy,  it 
attempts  to  assess  the  political  and  economic  consequences  that  might 
arise  from  the  use  by  the  United  States  of  its  predominant  position  in 
world  grain  and  soybean  markets.  Two  preliminary  issues  need  prior 
attention,  however.  First,  it  is  important  to  be  clear  about  what  food 
er  18  and  how  it  can  be  exercised.  Second,  the  conditions  that  must 
be  met  if  food  power  is  to  be  available  for  USe  as  a  Strategy  in  diplo- 
matic relations  should  be  set   out. 

First,  what  e  food  power  {  In  t  his  context .  food  power-  is  the  diplo- 
matic influence  thai  a  food  exporting  country  exercises  over  the  deci- 
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sions  and  activities  of  other  nations  either  because  of  the  actual  or 
perceived  control  that  the  exporting  country  has  over  a  specific  mar- 
ket or  segment  of  a  market,  or  because  that  country  is  able  to  provide 
food  aid. 

The  exercise  of  this  power  encompasses  a  range  of  policy  options, 
most  of  which  are  not  unique  to  food,  but  would  be  the  same  for  any 
commodity  over  which  a  government  attempted  to  exert  oligopolistic 
control.  The  range  of  options  includes  normal  diplomatic  negotiations 
over  commercial  agricultural  matters,  with  the  knowledge  that  the 
buyers  dependence  is  a  major  factor  in  the  discussions;  the  conclusion 
of  long-term  supply  guarantee  arrangements  to  favor  certain  countries 
as  a  quid  pro  quo  for  political  or  economic  support  or  concessions:  the 
imposition  of  partial  restraints  or  embargoes  of  food  exports  to  in- 
dicate very  serious  concern  over  certain  political  or  economic  steps 
taken  by  the  country  or  region  whose  imports  are  restricted ;  and  those 
instances  in  which  food  aid  is  given  to  political  allies  with  the  expecta- 
tion that  the  aid  would  influence  recipient  policies  or  actions  in  favor 
of  donor  country  interests. 

Second,  for  a  country  to  be  in  a  position  to  exercise  food  power  based 
on  market  control  over  a  given  commodity,  four  conditions  must  exist 
simultaneously.  These  are:  (1)  The  importing  country  must  require 
large  quantities  of  that  commodity;  (2)  the  required  quantity  must 
comprise  a  significant  percentage  of  the  country's  total  consumption; 
(3)  no  readily  available  source  other  than  the  country  desiring  to 
exercise  food  power  can  exist  or  be  quickly  developed:  and  (4)  no 
satisfactory  substitute  commodity  can  be  available  in  adequate  quanti- 
ties from  other  sources.  If  any  one  of  these  conditions  is  absent,  the 
only  effect  of  a  denial  of  U.S.  food  exports  to  the  recipient  country 
would  be  to  force  it  to  obtain  its  needs  from  other  sources  and/or  cut 
back  on  its  consumption. 

Whether  a  country  can  obtain  supplies  from  other  sources  becomes 
a  key  question  in  determining  whether  this  type  of  food  power  exists. 
If  world  supplies  are  so  short  that  no  alternate  source  of  supply  is 
available,  the  degree  of  market  control  food  power  wielded  by  the 
United  States  could  be  significant.  If  supplies  of  food  are  so  abundant 
that  surplus  stocks  overhang  the  markets  in  a  number  of  other  coun- 
tries, then  the  degree  of  market  control  food  power  available  would 
be  near  zero. 

While  the  amount  of  food  power  available  to  the  United  States 
based  on  market  control  is  heavily  dependent  upon  world  supply  con- 
ditions, the  amount  of  diplomatic  leverage  that  is  available  through 
the  ability  to  provide  food  aid  is  not  directly  dependent  on  market 
conditions.  This  is  so  because  in  surplus  market  conditions  developed 
or  wealthy  countries  will  purchase  their  food  from  the  most  advan- 
tageous source,  whereas  food-poor  LDC's  will  continue  to  lie  con- 
strained by  their  poverty  to  obtain  their  food  where  the  food  i<  made 
available.  Thus,  for  food-poor  LDC's,  the  issue  is  not  whether  there 
is  a  surplus  or  shortage  in  world  markets,  but  whether  there  is  conces- 
sional food  available.  Because  of  this,  the  country  with  food  available 
for  aid  may  possess  significant  diplomatic  leverage  against  some  coun- 
tries regardless  of  world  market  conditions.  In  one  respect,  however, 


market  conditions  do  indirectly  influence  the  amount  of  food  aid  food 
power  that  might  be  available  because  during  periods  of  surplus, 
alternative  suppliers  of  concessional  food  are  more  likely  to  exist. 

Two  points  should  be  emphasized  at  this  juncture.  First,  for  the 
United  States  to  exercise  food  power  based  on  market  control  will 
require  much  greater  government  intervention  in  U.S.  foreign  agri- 
cultural trade  than  is  currently  the  case.  Second,  the  presence  of  the 
material  conditions  for  the  existence  of  food  power  is  not  synonymous 
with  its  exercise.  Chapter  VI  of  this  study  examines  some  of  the  fac- 
tors that  will  determine  whether  and  to  what  extent  food  power  might 
be  used. 


II.  BACKGROUND  AND  HISTORICAL  STATISTICS 

Three  U.S.  agricultural  commodities  could  be  considered  as  poten- 
tial tools  in  any  diplomatic  use  of  U.S.  food  exports:  wheat,  feed 
grains,  and  soybeans.  In  each  the  United  States  holds  a  predominant 
position  in  world  export  markets.  This  section  sets  out  the  statistics 
that  describe  world  production  and  trade,  and  the  U.S.  share  of  trade 
in  these  commodities. 

A.  Wheat 

While  most  of  the  world's  wheat  is  consumed  where  it  is  grown,  a 
significant  share  moves  in  world  trade.  Over  the  last  5  years,  exports 
of  wheat  as  a  percentage  of  world  production  have  ranged  from  16  to 
20  percent.  (See  table  1.)  In  addition,  the  amounts  exported  are  large, 
and  the  portion  of  overall  consumption  in  several  countries  that  is  met 
through  imports  also  is  large.  Exported  wheat  usually  is  consumed 
directly  by  human  beings  as  processed  grain  products,  although  some 
is  converted  into  animal  feed  in  developed  countries.  Overall,  though, 
only  a  small  portion  of  the  wheat  in  international  trade  is  used  as  live- 
stock food. 

Since  1045,  the  United  States  has  been  the  single  largest  exporter 
of  wheat  in  the  world,  except  for  2  years,  1953  and  1954.1  In  the  imme- 
diate post -World  War  II  period,  exports  to  Europe  and  Japan  helped 
forestall  serious  famine.  But  by  late  1948,  agricultural  recovery 
accelerated  in  the  major  war  areas,  and  U.S.  wheat  production  ex- 
ceeded domestic  demand  and  anticipated  exports.  Then,  from  1948  to 
1972,  the  main  characteristic  of  world  wheat  markets  was  surplus, 
though  there  were  intervening  sets  of  circumstances  that  often  masked 
the  fact — Korean  war  stockpiling  by  other  countries,  large  Public  Law 
480  sales  in  the  late  1950's  and  early  1960's.  serious  shortages  in  India 
in  1965  and  1966,  intermittent  purchases  by  the  Soviet  Union  and 
increased  purchases  by  the  People's  Republic  of  China.  Because  of 
continuing  surplus  conditions,  wheat  prices  tended  downward  during 
most  of  the  period  and  in  terms  of  real  purchasing  power,  wheat  prices 
fell  considerably  (table  2). 

As  a  result  of  maintaining  high  wheat  production  levels,  the  U.S. 
Government  was  obliged  to  assist  the  export  of  a  large  portion  of  the 
U.S.  wheat  crop.  While  export  subsidies  on  commercial  sales  played  a 
role,  the  major  device  used  to  dispose  of  surplus  wheat  was  food  aid, 
especially  the  Food  for  Peace  program.  In  19  of  the  23  years  shown  in 
table  3,  more  than  40  percent  of  U.S.  exports  of  wheat  and  wheat  flour 

1  The  U.S.  share  of  world  wheat  and  whoat  flour  exports  has  ranged  from  slightly  less 
thnn  one-fourth  of  total  world  exports,  to  45  percent  of  world  exports.  Tho  averac*4  for  the 
2C,-yenr  period  was  35  percent.  Quantities  exported  generally  have  increased,  hut  20  percent 
variations  have  been  common  from  one  year  to  the  next. 
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were  under  food  aid  programs;  and  for  half  of  the  years  shown,  more 
than  two-thirds  of  U.S.  wheat  exports  went  under  food  aid  programs. 

As  the  world  supply  situation  tightened  in  1972-73,  wheat  prices 
siderably.  In  fiscal  year  1973,  the  shipment  of  some  31.7  million 
metric  tons  of  wheat  and  flour  earned  the  United  States  $2.3  billion 
(table  4).  In  fiscal  year  1974,  31.1  million  metric  tons  of  wheat  and 
flour  earned  the  United  States  exactly  twice  as  much  because  of  higher 
pria 

An  analysis  of  the  patterns  of  U.S.  wheat  exports  (table  5)  over  the 
last  decade  prompts  several  unexpected  observations:  ( 1 )  During  each 
of  the  last  5  year.-.  Japan  was  either  the  largest  or  second  largest  im- 
porter of  U.S.  wheat  and  wheat  flour;  (2)  during  3  of  the  last  5  years, 
the  Soviet  Union  was  among  the  top  three  importers  of  U.S.  wheat, 
and  the  People's  Republic  of  China  was  among  the  top  three  in  1974; 
(3)  since  fiscal  year  1973,  India  has  returned  to  its  former  position  as 
ore  of  the  major  importers  of  U.S.  wheat  and  flour.  In  the  last  20  years, 
more  U.S.  wheat  has  been  shipped  to  India  than  to  any  other  single 
country,  mainly  through  Public  Law  4S0  programs. 

The  economic  and  political  characteristics  of  the  major  purchasers 
of  tT.S.  wheat  have  varied  considerably  from  year  to  year.  In  fiscal 
years  1972  and  1073,  the  eight  largest  purchasers  of  U.S.  wheat  and 
Hour  included  three,  developed  market  economy  countries.   In 
years  •'75.  and  I9T6,  seven  of  eight  largest  purchasers  of  U.S. 

wheat  and  flour  were  either  developing  countries  or  nonmarket  econo- 
mic-. However,  as  a  group,  the  less  developed  countries  continue  to 
purchase  the  largest  amounts  of  U.S.  wheat.  In  the  last  10  fiscal  yea'rs, 
the  amount  of  total  U.S.  wheat  and  flour  exports  shipped  to  less  de- 
veloped countries  has  ranged  from  78  percent  in  fiscal  year  19GS  down 
to  56  percent  in  fiscal  year  107-').  averaging  slightly  less  than  7(>  per- 
nor the  entire  period. 

Except  for  countries  such  as  Venezuela,  South  Korea.  Pakistan, 
and  Taiwan,  which  have  regularly  received  predictable  amounts, 
wheat  and  flour  sales  to  individual  less  developed  countries  have  varied 
greatly  from  year  to  year.  In  the  10-year  period  indicated  in  table 
5,  [nctia,  for  example,  received  U.S.  wheat  exports  ranging  from  7.1 
million  tons  in  fiscal  year  1966  to  882,000  tons  in  fiscal  year  107:'.. 

B.  Peed  Grains  and  SoySeab 

•hiding  those  soybean  products  directly  consumed  as  food,  the 
main  use  for  soybeans,  soybean  meal,  and  feed  grains  is  livestock  reed. 
The  major  purchasers  of  these  i'^od  products  are,  with  a  few  exceptions, 
\  countries  rich  enough  to  afford  the  relatively  inefficient  two 

protein  conversion  process  whereby  animals  are  first  fed  the  grain  and 

ins.  and  then  the  meal    produced   is  consumed  by  liuiniins.  The 

increase  in  livestock  production-    encouraged  by  greater  per  capita 
consumption  of  meal     has  been  a  major  characteristic  of  the  agricul- 
tural of  \}\^  developed  industrialized  countries  since  the  mid  - 
.  and  more  recently  of  the  developed  Communist  countries. 

(1)    FEED  G  BARLEY,   SORGHUMS  I 

•    impared  to  wheat,  an  even  greater  percentage  of  world  feed  gi 
msumed  where  they  are  grown.  Over  the  fast  5  years,  exports  of 


feed  grains  have  ranged  from  9  to  11  percent  of  world  production. 
But.  like  wheat,  the  quantities  exported  are  large,  and  for  a  few  coun- 
tries feed  grain  imports  have  provided  significant  proportions  of  total 
consumption. 

The  United  States  has  been  the  world's  largest  exporter  of  feed 
grains  for  most  of  the  period  since  the  end  of  World  War  II  (table  G 
has  data  for  fiscal  years  1951-76).  Like  wheat,  the  market  for  feed 
grains  was  often  in  surplus.  Average  prices  for  corn  (shown  in  table  2) 
were  low  and  irregular.  Unlike  wheat,  however,  most  feed  grain 
exports  were  through  commercial  channels  rather  than  as  food  aid 
(see  table  3) .  Their  value  has  increased  annually,  with  a  few  exceptions, 
since  the  end  of  AVorld  War  II.  This  trend  became  particularly  pro- 
nounced in  the  late  1950*s  and  early  1960's  as  the  industrialized  coun- 
tries began  to  import  increasing  quantities  of  feed  grains  and  soy- 
beans to  meet  the  growing  demand  for  livestock  feed. 

During  the  last  19  years  the  position  of  the  United  States  as  the 
largest  exporter  of  feed  grains  has  been  even  more  secure  than  its 
position  as  the  largest  wheat  export2  (table  6).  The  trend  of  U.S. 
feed  grain  exports  during  the  last  decade  mirrored  that  of  wheat 
exports :  high  quantities  exported  in  fiscal  year  I960,  falling  gradually 
to  a  low  in  fiscal  year  1969,  a  slow  increase  to  fiscal  year  1972,  then  a 
sudden  large  increase  from  fiscal  year  1972  to  the  present.  Since  fiscal 
year  1973,  U.S.  feed  grain  exports  have  been  quite  large,  averaging 
some  39  million  tons  a  year — well  over  half  of  world  feed  grain 
exports. 

If  one  examines  the  largest  buyers  of  U.S.  feed  grains  (table  7)  over 
the  last  5  crop  years,  some  useful  observations  arise :  (1)  In  4  of  the  5 
years.  Japan  was  the  largest  purchaser  of  U.S.  feed  grains,  and  was 
second  in  the  fifth;  (2)  in  4  of  the  last  5  years,  the  Soviet  Union  was 
among  the  top  three  purchasers  of  U.S.  feed  grains:  (3)  in  2  of  the 
last  5  years.  Poland  and  the  People's  Republic  of  China  were  among 
the  eight  largest  purchasers:  (4)  while  a  significant  amount  of  trans- 
shipment took  place,  in  all  5  years  the  Netherlands  was  among  the  top 
four  purchasers  of  U.S.  feed  grains. 

In  each  of  the  last  5  years,  not  less  than  40  percent  of  all  U.S.  feed 
grain  exports  have  gone  to  the  three  largest  buyers — Japan,  the  Nether- 
lands, and  the  Soviet  Union — and  not  less  than  two-thirds  to  the  eight 
largest  buyers.  The  percentage  of  the  eight  largest  buyers  has  increased 
from  67  percent  in  fiscal  year  1972  to  77  percent  in  fiscal  year  1'  76. 
While  there  is  no  guarantee  that  these  trade  patterns  will  continue,  the 
statistics  do  indicate  a  substantially  concentrated  market  for  U.S.  feed 
grain  exports. 

Except  for  Mexico  and  the  People's  Republic  of  China  in  fiscal  year 
197r>,  and  South  Korea  in  fiscal  years  1971  and  1972.  the  major  pur- 
chasers of  TT.S.  feed  grains  have  been  developed  countries  (table  7). 
In  fact,  the  situation  with  feed  grain  exports  has  been  almost  exactly 
the  inverse  of  that  for  wheat  during  the  last  5  years  :  developed  coun- 
tries brought  an  average  of  85  percent  of  U.S.  feed  grain  exports, 
ranging  from  81  percent  in  fiscal  vear  1974  to  94  percent  in  fiscal  year 
L976. 


■Since  fiscal  year  1958,  U.S.  exports  of  feed  grains  have  averaged  47  percent   of  totm 
world  exports,  ranging  from  a  hich  of  56  percent  in  fiscal  year  1074  to  a  low  of  :;s  percent  in 

fiscal  vo;ir  10G9. 
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(2)    SOYBEANS 


The  market  for  soybeans  is  actually  three  interrelated  markets :  one 
for  soybean  oil,  one  for  soybean  meal,  and  one  for  whole  soybeans.  The 
primary  uses  of  the  three  forms  of  soybeans  vary  considerably,  as  do 
the  characteristics  of  their  purchasers.  When  whole  soybeans  are 
crushed,  soybean  meal  and  soybean  oil  are  created.  Except  in  the 
Orient,  whole  soybean  products  do  not  compromise  a  significant  end 
use  for  soybeans.  Soybean  meal  is  used  primarily  in  animal  feed,  while 
soybean  oil  is  used  primarily  as  a  food  or  in  the  preparation  of  food. 
In  the  United  States,  for  example,  soybean  oil  accounts  for  over  60 
percent  of  the  edible  oil  market. 

In  the  world  soybean  oil  market,  the  main  importers  are  less  devel- 
oped countries  (table  8)  where  the  oil  is  used  in  cooking.  Soybean  meal 
imports  (table  9)  are  used  almost  entirely  as  a  high  protein  livestock 
feed.  Since  feed  grains  by  themselves  are  generally  low  in  protein,  live- 
stock feeding  is  more  efficient  when  soybean  meal  is  used  to  supplement 
forage  or  feed  grain  rations.  Most  countries  also  produce  and  utilize 
other  oilseed  crops  or  fish  meal.  However,  in  Japan  and  Europe,  de- 
mand for  oil  seeds  and  meal  as  livestock  feed  far  exceeds  local  produc- 
tion, necessitating  substantial  imports.  The  rising  demand  in  these 
developed  countries  is  due  almost  entirely  to  consumer  desires  for 
greater  meat  consumption. 

A  country  can  meet  increased  soybean  meal  requirements  by  im- 
porting soybean  meal  or  by  importing  whole  soybeans  (table  10)  and 
crushing  them  to  obtain  the  meal.  Since  the  ratio  of  oil  to  meal  from 
each  soybean  is  nearly  fixed,  as  increased  quantities  of  meal  are  needed, 
increased  quantities  of  oil  are  produced.  This  leads  to  a  situation 
(shown  in  table  8).  in  which  countries  which  produce  no  soybeans, 
such  as  the  members  of  the  European  Community,  but  require  large 
amounts  of  meal,  end  up  exporting  significant  quantities  of  soybean 
oil.  This  phenomenon  also  explains  why  minimal  amounts  of  soybean 
oil  are.  imported  by  these  countries  even  though  soybean  oil  plays  a 
maior  role  in  their  domestic  edible  oil  markets. 

For  the  United  States,  soybean  oil  often  has  been  a  glut  on  the  market 
since  the  large-scale  expansion  in  U.S.  soybean  production  took  place 
in  the  mid-1950's.  Much  like  wheat,  two-thirds  of  all  U.S.  soybean  oil 
exports  have  been  financed  by  food  aid  funds  (table  3).  In  addition,  as 
table  8  indicates  there  has  been  no  real  increase  in  the  amounts  of  sov- 
l>ean  oil  exported  since  1965.  On  the  other  hand,  there  have  been  only 
\«ty  small  export-  of  whole  soybeans  through  food  aid  programs  and. 
of  course,  no  meal.  U.S.  commercial  exports  of  whole  soybeans  .and 
soybean  meal  have  risen  steadily  since  1953. 

Compared  to  wheal  and  [\hh]  grains,  a  very  large  proportion  of  world 
soybean  production  is  exported.  Over  the  last  10  years,  on  a  meal  basis. 
.hi  average  of  ic>  percent  of  world  soybean  production  has  been  ex- 
ported. This  figure  lias  ranged  from  40  percent  in  1966  to  54  percent  in 
1975.  The  percentage  exported  has  increased  in  (he  last  5  years,  mainly 
because  of  the  entry  of  Brazil  into  the  export  market. 

Since  flic  end  of  World  War  IT,  the  United  Stales  has  completely 

dominated  the  export  market  for  soybeans  and  soybean  products.  Es- 
sentially, U.S.  soybean  exports  grew  as  the  world  market  for  soybeans 
grew.  The  real  growth  in  U.S.  soybean  exports  began  in  1952.  By  1955, 
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U.S.  soybean  exports  had  doubled;  by  1961,  they  had  doubled  again; 
and  by  1968,  they  had  doubled  a  third  time.  A  plateau  was  reached  in 
1970,  and  total  exports  of  whole  soybeans  have  ranged  from  12  to  14 
million  metric  tons  a  year  since  then  (table  11) . 

Except  for  3  years  in  the  early  1950*s,  more  than  75  percent  of  world 
soybean  exports  have  originated  in  this  country  since  1949.  This  figure 
rose  to  over  90  percent  annually  from  1962  to  1971.  Since  1972,  Brazil 
has  become  a  major  competitor — the  only  major  competitor — in  world 
soybean  export  markets.  Brazilian  exports  of  soybeans  have  grown 
extremely  rapidly.  In  1971,  the  Brazilians  exported  only  213,000  tons 
of  whole  soybeans.  The  following  year,  1  million  tons,  and  for  1975.  3.5 
million  tons  were  exported.  The  latter  figure  comprises  over  20  percent 
of  the  world  whole  soybean  export  market.  Brazilian  exports  for  1976 
are  projected  to  increase  again,  to  4.6  million  tons. 

An  examination  of  U.S.  soybean  buyers  over  the  last  10  years  (table 
11)  yields  straightforward  results:  Europe  and  Japan  have  taken  at 
least  75  percent  of  U.S.  whole  soybean  exports  each  year  during  this 
period.  Except  for  Taiwan,  all  major  purchasers  of  U.S.  soybeans  are 
developed  countries.  If  one  looks  at  U.S.  exports  of  soybean  meal — 
shown  on  the  bottom  half  of  table  11 — an  even  greater  predominance 
of  European  buyers  is  evident.  Over  the  last  10  years,  no  less  than  83 
percent  of  U.S.  annual  soybean  cake  and  meal  exports  has  been  to 
Europe.  Compared  to  the  whole  soybean  market,  two  characteristics 
stand  out:  (1)  East  European  countries  figure  quite  prominently  in 
the  meal  market,  but  not  in  the  whole  bean  market,  and  (2)  the  Japa- 
nese purchase  no  soybean  cake  or  meal  from  the  United  States,  while 
they  are  consistently  the  single  largest  importer  of  U.S.  whole 
soybeans. 
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III.  POTENTIAL  INSTANCES  OF  U.S.  MARKET  CONTROL 
FOOD  POWER:  1972-75 

( )n  the  basis  of  the  four  criteria  outlined  earlier  and  the  da' a  shown 
in  table  12,  beloAY,  one  can  evaluate  whether  the  United  States  could 
be  described  as  having  been  in  a  position  to  exercise  market  control 
food  power  through  its  grain  exports  against  some  countries  during 
the  most  recent  period  of  grain  shortages.  The  evaluation  does  not 
imply  that  the  United  States  intended  to  exert  such  food  power.  The 
concise  evaluation  is  as  follows : 

In  feed  grain  exports,  the  potential  for  market  control  food  power 
existed  with  regard  to  Japan  and  the  Soviet  Union  in  fiscal  years  1973 
and  1974;  the  Netherlands  and  Japan  in  1975;  and  the  Soviet  Union, 
the  Netherlands,  and  Japan  in  197G;  and  as  a  group,  non-Communisi 
Western  Europe  met  the  four  required  criteria.  For  wheat,  the  follow- 
ing  countries  met  the  four  criteria  for  LT.S.  market  control  food  power : 
in  fiscal  year  1973,  the  Soviet  Union,  and  in  that  tight  market,  per- 
haps Japan;  probably  none  in  fiscal  year  1974;  in  fiscal  year  1975, 
India,  and  in  fiscal  year  197G,  India  and  perhaps  the  Soviet  Union. 

TABLE  12.— U.S.  WHEAT  AND  FEED  GRAIN  EXPORTS  TO  SELECTED  COUNTRIES 

Consumption       U.S.  exports  U.S. 

Fiscal  year  and  country  (million  tons)    (million  tons)  percent 

Feed  grains: 

1973: 

Japan 11,908  8,009  67.2 

Soviet  Union 76,873  4,199  5.4 

1974: 

Japan 13,770  10,217  74.1 

Soviet  Union 98,725  5,163  5.2 

1975: 

Japan 13,382  8,010  57.5 

Netherlands 4,006  »  4,  974  »  100.  0 

1976: 

Japan 13,568  7,704  59.0 

Soviet  Union 82,099  10,080  12.2 

Netherlands 3,780  M,  625  UOO.O 

Wheat: 

1973: 

Japan 5,558  3,397  61.1 

Soviet  Union 99,593  9,468  9.5 

1975: 

India 24,048  3,834  14.0 

1976: 

India 29,235  4,500  15.3 

Soviet  Union 81,644  4,560  5.5 

'  Figures  exceed  100  percent  because  of  very  large  transshipments. 

For  soybeans,  the  situation  is  different.  The  principal  importing 
count  lies  for  soybeans  grow  no,  or  praci  ically  no.  soybeans  I  hemselves. 
Thus,  import  figures  for  soybeans  are,  transshipments  aside,  cla 
iinal  consumption  figures.  Whereas,  for  example,  the  European  Com- 
munity <  EC)  Countries  meet  :i  large  portion  of  their  wheat  and  feed 
grain  needs  from  internal   E( !  production,  they  meet   practically  none 

of  i  heir  soybean  requirements  from  domestic  product  ion.  This  presents 
the  United  States  with  a  special  situaf  inn. 

(12) 
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Notwithstanding  the  entry  of  Brazil  into  the  market,  the  four 
criteria  stated  earlier  for  potential  market  control  food  power  have 
been  met  with  regard  to  soybeans  for  practically  all  the  major  custom- 
ers of  the  United  States.  There  is,  for  example,  little  likelihood  that 
the  Japanese  could  obtain  the  other  80  percent  of  their  soybean  im- 
ports from  Brazil  since  this  would  involve  setting  aside  about  90  per- 
cent of  Brazil's  1975  exports  for  this  one  country  alone.  Western  Eu- 
rope as  a  whole  occupies  the  same  position  as  Japan. 

In  attempting  to  determine  the  potential  effectiveness  of  U.S.  mar- 
ket control  food  power  over  a  given  country  as  a  result  of  feed  grain 
and  soybean  imports,  one  should  consider  the  impact  of  an  x  percent 
reduction  of  the  import  of  these  commodities  on  total  livestock  feed 
availabilities  in  that  country  rather  than  to  view  the  situation  solely 
in  terms  of  the  impact  of  the  denial  of  these  two  specific  commodities. 
If  there  are  large  amounts  of  alternative  forage  or  oilseed  crops  for 
livestock  feeding,  this  would  reduce  the  overall  effectiveness  of  any 
U.S.  restriction  of  its  imports. 

In  essence,  supply  conditions  in  the  particular  market  will  deter- 
mine the  effectiveness  of  any  U.S.  use  of  market  control  food 
power.  The  U.S.-U.S.S.R.  grain  trade  in  fiscal  years  1973-74  is  a  case  in 
point.  If  the  United  States  had  denied  wheat  to  the  Soviet  Union  in  the 
tight  market  that  existed  in  fiscal  year  1973.  the  9.5  million  metric  tons 
of  American  wheat  eventually  imported  by  the  U.S.S.R.  that  year 
would  have  exceeded  the  total  exports  of  Australia  and  Argentina  com- 
bined, and  would  have  been  the  equivalent  of  two-thirds  of  Canada's 
wheat  exports  in  that  year.  On  the  likely  assumption  that  these  coun- 
tries would  not  have  overturned  their  regular  customers  in  this  tight 
market  to  provide  wheat  to  the  Soviet  Union,  a  denial  by  the  United 
States  would  have  meant  that  the  U.S.S.R.  would  have  obtained  less 
wheat  than  desired.  Exactly  how  much  would  depend  on  the  actions 
of  other  exporting  countries.  On  the  other  hand,  in  fiscal  year  1974, 
the  Soviet  Union  was  able  to  enter  a  surplus  market  and  import 
a  total  of  9.7  million  metric  tons  of  wheat,  relying  on  the  United 
States  for  only  2.7  million  metric  tons  of  the  total.  It  is  quite  pos- 
sible that,  had  the  sale  of  2.7  million  metric  tons  been  refused  by 
the  United  States,  this  amount  would  have  been  available  elsewhere. 
Thus,  it  cannot  be  assumed  that  a  country  denied  wheat,  soybeans,  or 
feed  grains  will  be  ultimately  denied  the  total  amount  requested  from 
the  United  States.  Depending  on  market  conditions,  some,  in  tight 
markets — or  all,  in  surplus  markets — of  the  exports  denied  by  the 
United  States  could  be  obtained  from  other  sources.  And,  of  course, 
the  country  may  choose  to  reduce  consumption,  as  the  Soviet  Union 
did  several  times  prior  to  1972. 

It  should  be  reemphasized  that  a  major  characteristic  of  the  farm 
sector  of  the  developed  market  economies  over  the  last  25  years  has 
been  the  tendency  to  overproduction  and,  as  a  result  of  this,  the  need 
to  provide  some  type  of  floor  for  agricultural  prices.  Overproduction 
could  occur  again,  generated  by  acreage  increases  in  this  country  and 
the  other  grain-exporting  developed-market  economies,  combined  with 
1  year  or  2  of  average  or  above-average  crops  in  the  nonmarket  econ- 
omies and  Third  and  Fourth  World  countrise.  It  is  possible  therefore 
that  grain  prices  in  the  world  could  fall  in  the  near  future. 

In  any  case,  it  should  be  clear  that  whatever  diplomatic  leverage 
the  United  States  might  possess  as  a  major  grain  and  soybean  supplier 
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in  a  period  of  worldwide  tight  supplies  and  high  prices  would  be  con- 
siderably ieaa  in  a  period  of  depressed  prices  and  surpluses.  To  some 
extent  this  has  already  happened  in  the  case  of  soybeans.  And,  in 
surplus  conditions  our  major  competitors  in  grain  markets,  the  Cana- 
dians and  Australians,  could  undercut  attempts  by  the  United  States 
to  control  exports  to  most  single  countries,  if  they  found  that  to  their 
advantage. 

As  a  matter  of  conjecture,  if  the  United  States,  Canada,  and  Aus- 
tralia were  to  coordinate  their  grain  export  policies  for  political  ends, 
this  would  create  a  market  situation  very  much  like  that  of  OPEC  in 
oil.1  However,  the  possibility  of  this  coordination  taking  place  in  the 
near  future  is  probably  remote.  It  should  be  remembered  that  during 
much  of  the  period  when  the  United  States  imposed  a  total  embargo 
on  trade  with  the  People's  Republic  of  China,  Canada,  and  Australia 
continued  to  sell  grain  to  the  Chinese.  Canada  has  also  been  a  major 
supplier  of  grain  to  Cuba.  The  increasing  nationalism  of  Canada  at 
this  time  is  another  factor  which  would  work  against  the  develop- 
ment of  any  sort  of  cooperative  effort  with  the  United  States  to  in- 
crease the  diplomatic  leverage  of  major  grain  exporters. 

If  the  United  States  denied  food  exports  to  a  major  customer,  it 
would  probably  have  to  lower  production,  store  that  amount  or  other- 
wise keep  it  out  of  world  export  markets.  If  it  did  not,  the  target  of 
the  denial  would  either  purchase  it  through  proxy  buyers  or  go  to 
other  exporting  countries  whose  buyers  had  purchased  the  U.S.  grains 
or  soybeans  originally  intended  for  the  target  country.  This  stored 
grain  and  soybeans  would  tend  to  depress  prices.  Storage  and  its 
effects  on  prices  and  future  production  would  be  a  major  cost  of  any 
exercise  of  market  control  food  power. 

Finally,  to  date,  weather  has  been  the  major  factor  in  creating  the 
conditions  of  scarcity  that  are  necessary  for  market  control  food  power 
to  exist.  The  possession  of  food  power  under  these  conditions  is  a  some- 
time  thing,  depending  on  conditions  over  which  the  United  States  has 
little  or  no  control.  If  the  United  States  wishes  to  have  market  con- 
trol food  power  on  a  continuous  basis,  the  required  conditions  of  sear- 
ch v  would  have  to  be  established  in  a  more  permanent  manner  through 
deliberate  U.S.  Government  policies. 


1  Interestingly,  in  October  1975,  Lester  R.  Brown,  now  president  of  Woridwateh  Institute, 
propound  that  the  United  States  and  Canada  coordinate  their  praln  export  policies  in  order 
to  force  Third  and  Fourth  World  countries  to  take  serious  steps  to  improve  their  own  agri- 
cultura]  output  and  to  control  their  population  jrrowth.  See  The  Politics  and  Responsibility 

of  the  North  American  Dread  Banket,  Woridwateh  paper  No.  2,  Washington,  October  1975. 


IV.  SHORT-TERM  PROSPECTS  FOR  U.S.  GRAIN  AND 
SOYBEAN  EXPORTS 

Key  elements  in  any  analysis  of  possible  future  opportunities  for 
the  exercise  of  U.S.  food  power  are  the  likely  patterns  of  demand  for 
American  soybeans,  feed  grains  and  wheat  and  the  strategies  of  com- 
peting suppliers.  In  exploring  these  topics,  one  must  consider  not  only 
demand  patterns,  but  also  the  market  structures  of  individual  coun- 
tries, for  these  are  important  factors  in  determining  the  capacity  of 
governments  to  shape  agricultural  export  and  import  policies. 

A.  Major  Importing  Countries 

The  major  importers  of  U.S.  grain  and  oilseed  products  have  differ- 
ing types  of  market  structures,  with  differing  degrees  of  government 
involvement  in  agricultural  trade.  The  European  Community  (EC), 
for  example,  has  an  agricultural  trade  system  based  on  the  concept 
of  a  customs  union.  Similarly,  the  major  competitors  of  the  United 
States  in  world  markets  operate  under  different  types  of  policies.  Can- 
ada and  Australia,  for  example,  depend  on  government  control  of  all 
export  trade  in  grains.  The  Argentine  and  Brazilian  systems  include 
government  involvement  through  trade  promotion  and  subsidies. 

(1)    THE   EUROPEAN    COMMUNITY 

U.S.  farm  exports  to  the  European  Community  represented  one- 
fourth  of  total  U.S.  agricultural  exports  in  1975.  Feed  grains,  par- 
ticularly com,  accounted  for  75  percent  of  the  Community's  imports 
through  the  variable  levy  system  established  under  the  common  agri- 
cultural policy  (CAP) /The  major  EC  markets  for  U.S.  feed  grains 
have  been  West  Germany,  the  Netherlands,  and  Italy.  Two-thirds  of 
EC  imports  of  nonvariable-levy  items  are  soybeans,  mainly  from  the 
United  States. 

The  EC  demand  for  agricultural  imports  remains  strong  despite 
the  impact  of  recession  on  some  member  countries.  Demand  was  boosted 


1  The  common  agricultural  policy  (CAP)  is  a  single  system  of  farm  support  and  trade 
regulation  for  all  member  states  of  the  European  Community  (EC).  The  first  regulations 
for  agricultural  products,  announced  in  1962.  covered  grains  and  several  other  products. 
In  1967  fats  and  oils  came  under  regulation.  The  basic  concepts  of  the  CAP  are  common 
financing,  common  pricing,  unlimited  production,  and  EC  preference.  Common  pricing  regu- 
lates EC  farm  prices  so  that  restrictions  on  trade  between  member  countries  are  eliminated, 
while  the  movement  of  goods  is  promoted  from  main  producing  areas  to  main  consuming 
areas.  Unlimited  production  is  encouraged  because  the  Community  is  a  grain  deficit  area. 
The  concent  of  EC  preference  calls  for  regulation  of  imports  from  non-EC  countries.  This 
is  accomplished  by  setting  a  minimum  import  price  or  "threshold"  price  and  charging  a 
variable  levy  equal  to  the  difference  between  the  actual  import  price  and  the  threshold 
price.  The  variable  levy  is  more  protective  than  a  tariff  because  it  varies  whenever  the 
world  price  of  grain  or  the  EC  target  price  varies.  Common  financing  requires  that  the  EC 
pay  whatever  is  required  to  meet  the  cost  of  unlimited  production.  No  restraints  are 
placed  on  production  because  thev  would  discourage  the  development  of  trade  among 
members. 
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by  a  drop  in  the  1975-76  crops  of  wheat  and  coarse  grains  and  by  a 
shortfall  in  potato  production.  Non-EC  countries  in  Western  Europe 
also  suffered  a  decline  in  wheat  production,  though  not  in  coarse  grains. 
While  stocks  in  Europe  have  offset  the  major  effects  of  a  poor  harvest, 
the  market  for  U.S.  wheat  and  feed  grains  remains  strong. 

The  outlook  for  U.S.  soybean  exports  to  the  European  Community 
—  encouraging.  The  European  Community  trade  represents  70 
percent  of  U.S.  soybean  meal  exports  and  65  percent  of  European 
munity  imports  of  soybean  meal.  European  Community  regula- 
tions instituted  in  March  lDTo  require  the  incorporation  of  nonfat 
milk  powder  into  all  animal  feed  until  the  feed  includes  5  percent 
milk.  This  protein  supplement  will  displace  about  400,000  tons  of  U.S, 
soybean  meal  during  1976.  To  alleviate  American  displeasure  at  the 
of  the  market,  the  EC  announced  plans  to  build  up  a  stockpile  of 
250.000  tons  of  vegetable  protein,  much  of  it  soybean  meal. 

The  United  States  has  indicated  that  the  stockpile  plan  does  not 
speak  to  the  real  issue:  Erection  of  trade  barriers  in  violation  of  the 
General  Agreement  on  Tariffs  and  Trade.  Hie  United  States  also 
pointed  out  that  the  burden  does  not  fall  equally  on  all  Suppliers1  of 
animal  feedstuff's.  Although  other  soybean  suppliers,  such  as  Argen- 
tina, Brazil,  and  Peru,  will  be  affected,  the  heaviest  burden  will  fall 
on  U.S.  producers. 

It  is  possible  that  the  temporary  livestock  feed  enrichment  require- 
ment could  become  a  permanent  featnre  of  the  Common  Agricultural 
Policy.  Recently  the  average  price  support  levels  for  agricultural  prod- 
ucts, including  dairy  products,  were  increased  by  7.5  percent.  This  in- 
crease will  encourage  larger  production,  and  the  problem  of  surplus 
dried  milk  stocks  could  continue  or  even  become  more  serious.  Uuless 
the  current  policy  is  altered,  the  outlook  for  U.S.  soybean  exports  to 
Europe  in  the  near  future  is  not  nearly  as  promising  as  it  has  been  in 
the  past. 

Tn  addition  to  the  constraints  imposed  on  U.S.  grain  imports  by  the 
European  Community  policies  on  livestock  feed  use,  another  set  of 
policies  also  affects  European  Community  demand  for  U.S.  grain  sup- 
plies. The  European  Community  grants  preferential  treatment  to  im- 
ports from  most  countries  in  Western  Europe,  the  Mediterranean, 
Africa,  and  it<  former  colonies.-  Preferences  usually  take  the  form 
of  reduced  customs  duties.  The  European  Community  has  given  uni- 
lateral tariff  preference  to  developing  countries  since  107 1  on  selected 
agricultural  products.  The  European  Community  grants  a  preferenl  ial 
tariff  reduction  of  40  percent  of  the  common  external  tariff  on  goods 


2  From  tor*.'  throupii  Januarj  197B,  the  Yaounde  Convention  governed  European  Commu- 
nity trade  with  1^  gub-8aharan  African  nations  and  Mauritius.  On  February  2S,  107.*i.  the 
Lome  Convention  replaced  the  Yaonnde  Convention.  The  Lome  Convention  grants  free  entry 
into  the  European  Community  for  !»•;  percenl  of  the  agricultural  exporti  from  46  developing 

ronntrtet  in  Africa.  the  Caribbean.  and  the  TaHnV  area  (ACPI.  No  tra.lt>  preferences 
arc  granted  for  European  Community  productf  entering  Are  markets  thn'icdi  the  European 
Community  lias  "nu^t  favored  nation"  statue.  Trade  «rlth  the  European  Community  la 
particularly  important  to  ACP  countries;  the  Community  buys  r>T>  percent  of  their  exports 
arwi  nrovld<  nt  <>f  their  Import*. 

The  Convention  also  create*  n  S4.12  million  fund  to  stabilise  ACP  export  earnings  by 
romnensattng  for  fluctuations  In  world  market  prlees  of  agricultural  exports.  The  fund 
nnplli  commodity  export  tlmf  hrlnps  in  a  sot  percentage  <>f  total  export  revennes 

Countries  ran  request  cnmnensntlnn  when  export  receipts  drop  below  a  certain  percentage  <>f 
••    .  •-'  |ni     fror-i  that  product's  exports  to  tin-  European  Community  over  the 
preri  nations  win  not  have  to  reimburse  the  fund. 
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subject  to  tariffs  or  a  similar  reduction  for  goods  subject  to  variable 
levies. 

What  the  exact  effect  of  the  various  European  Community  policies 
will  be  on  U.S.  grain  exports  is  unclear.  Offsetting  this  trend  and 
largely  hiding  it  have  been  the  massive  increases  in  U.S.  grain  exports 
to  the  nonmarket  countries.  As  the  degree  of  European  Community 
dependence  on  U.S.  grain  supplies  declines,  however,  the  potential 
for  American  influence  on  European  Community  policies  also 
diminishes. 

(2)     JAPAX 

Japan  has  been  the  single  largest  market  for  U.S.  agricultural 
commodities  since  the  early  1960's.  As  a  result  of  Japanese  policy 
revaluation  in  1975,  Japan  is  considering  expanding  short-term  stock- 
piles of  grains,  soybeans,  and  sugar.  Much  of  the  supply  would  come 
from  the  United  States.  To  finance  the  program.  Japan  would  impose 
an  import  tax  on  soybeans.  The  accumulation  of  stocks  from  this  plan 
would  be  gradual,  from  October  1976  through  1980. 

In  order  to  avoid  the  high  costs  of  stockpiling  in  Japan,  Japan  is 
also  exploring  the  idea  of  stockpiling  wheat,  feed  grains,  and  soy- 
beans in  the  United  States.  For  the  United  States,  this  could  mean 
additional  farm  sales  and  additional  jobs  in  storage  and  transporta- 
tion. The  problem  is  Japan's  need  for  assurance  that  it  could  secure 
these  commodities  at  any  time  regardless  of  U.S.  trade  embargoes 
or  restrictions  then  in  effect. 

Prior  to  1973,  the  trend  in  Japan  was  toward  increased  dependence 
on  food  imports,  with  the  United  States  supplying  90  percent  of  Japa- 
nese imports  of  soybeans,  70  percent  of  imported  feed  grains,  and  67 
percent  of  imported  wheat.  The  soybean  embargo  imposed  by  the 
United  States  in  July  1973  convinced  the  Japanese  of  the  necessity 
to  find  new  ways  to  assure  a  reliable  food  supply. 

In  1975  the  United  States  assured  Japan  that  it  would  receive  top 
priority  of  access  to  U.S.  crops  even  if  U.S.  crop  production  should 
decline.  In  the  neai*  future,  as  the  result  of  an  informal  agreement  with 
the  Japanese,  the  United  States  expects  to  supply  Japan  a  minimum 
of  11  million  tons  of  grains  and  soybeans  each  year.  In  fiscal  year  1975 
Japan  purchased  $3.2  billion  worth  of  U.S.  farm  products.  The  figure 
reached  $3.3  billion  in  fiscal  year  1976. 

(3)    THE    SOVIET   UXIOX 

In  the  early  1970's  the  Soviet  Government  committed  itself  to  a 
policy  of  upgrading  the  diet  of  its  citizens,  primarily  through  in- 
creased production  and  consumption  of  meat  and  other  livestock- 
products.  To  accomplish  this,  large  investments  were  made  in  live- 
stock facilities  and  agriculture.  Poor  grain  harvests  in  1972  and  1975 
presented  the  Soviet  Government  with  a  major  policy  decision:  to 
import  grain  or  to  reduce  livestock  inventories.  The  Soviets  decided 
to  import  grain. 

During  1975  the  Soviet  Union  imported  at  least  -25.6  million  metric 
tons  of  wheat  and  feed  grains  from  other  countries.  Of  the  total  14.5 
million  metric  tons  came  from  the  United  States,  including  4  million 
metric  tons  of  wheat  and  10.5  million  metric  tons  of  feed  grain.-.  Other 
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major  suppliers  to  the  U.S.S.R.  were  Canada.  Australia,  Argentina, 
Eastern  Europe,  and  Brazil. 

In  early  1976,  the  U.S.  Department  of  Agriculture  announced  ad- 
ditional wheat,  corn,  soybean,  and  rice  sales  to  the  Soviet  Union  for 
fiscal  year  1076.  These  additional  sales  included  %2.7  million  metric  tons 
of  corn  for  delivery  before  September  30;  2.6  million  metric  tons  of 
corn  for  delivery  after  October  1,  1976:  1.2  million  metric  tons  of 
hard  red  winter  wheat  for  delivery  after  October  1.  1976;  1.5  million 
metric  tons  of  soybeans  and  64,000  metric  tons  of  rice. 

The  sales  for  delivery  after  October  1,  1976.  totaling  -±.4  million 
metric  tons,  were  the  first  reported  sales  under  the  5-year  grain  agree- 
ment signed  October  20, 1975. 

The  Soviet  economic  plan  for  1976-80  places  more  emphasis  on  in- 
creasing grain  production  than  on  increasing  livestock  production.  The 
plan  sets  grain  production  targets  at  215  to  220  million  metric  tons 
a  year.  That  is  about  21  percent  above  the  average  of  1970-7.").  Meat 
output  is  planned  to  be  9  percent  above  the  previous  5-year  average. 
The  Soviets  may  be  contemplating  more  reliance  on  meat  imports  in 
order  to  reduce  their  reliance  on  world  grain  markets. 

Weather  conditions  will  continue  to  be  the  key  in  Soviet  grain  pro- 
duction. If  normal  weather  prevails,  Soviet  grain  production  could 
nearly  satisfy  feed  requirements.  In  that  case,  the  Department  of  Agri- 
culture believes,  the  1975  grain  agreement  "probably  strengthens  the 
U.S.  position  for  maintaining  sizable  sales." 

(4)    DEVELOPING    COUNTRIES 

In  the  near  future,  several  groups  of  developing  countries  will  re- 
main heavily  dependent  on  U.S.  supplies  of  agricultural  commodities. 
While  nations  such  as  the  Philippines,  Pakistan,  and  India  have  made 
real  agricultural  progress  within  the  past  decade,  limited  arable  land 
and  increasing  population  pressures  present  a  bottleneck  to  future  ex- 
pansion. These  less  developed  countries  will  have  large  grain  import 
requirements  in  the  near  future. 

Other  developing  countries  such  as  Kenya,  Rhodesia,  Thailand, 
Burma,  Mexico,  and  Brazil  have  traditionally  produced  food  sur- 
pluses. The  farming  sectors  of  these  countries  nerd  modernization  in 
order  to  increase  production  to  keep  pace  with  growing  demand. 

A  third  group  of  nations  includes  those  with  food  deficits  but  ade- 
quate funds  to  pay  for  imported  goods.  South  Korea,  Taiwan,  and 
some  OPEC  nations  are  examples.  Other  examples  are  the  resource- 
rich  countries  Buch  as  Morocco  and  Tunisia  with  phosphates, and  I><>- 
livia  with  tin.  The  foreign  exchange  earned  from  their  exports 
provide  -  sufficient  funds  to  allow  these  nations  to  Import  needed  food. 

The  nations  presenting  the  least  potential  for  U.S.  commercial  agri- 
cultural trade  are  those  which  also  present  tin4  most  difficult  world 
food  problems:  the  poorest  countries  with  serious  production  re- 
straints. Vat  ions  such  as  Haiti,  Bangladesh,  and  Upper  Volta  do  not 
produce  ufficient  food  for  their  populations,  and  they  lack  (he  finan- 
cial resources  to  import  required  amounts.  Their  economies  are  par- 
ticularly vulnerable  to  high  prices  of  essential  grains,  agricultural 
inputs.  :ind  fuels.  In  the  short  run,  these  countries  will  depend  more  <>n 
l  f.S.  \'"<><\  aid  t  han  on  commercial  I  rade. 


19 

B.  Major  U.S.  Competitors 

The  major  competing  exporters  of  wheat  and  wheat  flour  are  Can- 
ada, Australia,  Argentina,  Western  Europe,  and  sometimes  the  So- 
viet Union.  In  fiscal  year  1975  these  countries  produced  171.2  million 
metric  tons  of  wheat  out  of  the  world  total  of  352  million  metric  tons. 
They  exported  34.1  million  metric  tons  of  the  world  total  exports  of 
6T.1  million  metric  tons. 

In  feed  grains,  the  major  competing  exporters  are  Canada,  Aus- 
tralia, Argentina,  South  Africa,  Thailand,  and  Western  Europe.  In 
fiscal  year  1975  these  nations  produced  a  total  of  134.9  million  metric 
tons  of  rye,  corn,  barley,  oats,  sorghum,  millet,  and  mixed  grains.  The 
world  total  production  was  626  million  metric  tons.  These  countries 
exported  23.8  million  metric  tons  out  of  a  world  total  exports  of  62.8 
million  metric  tons. 

The  major  competing  exporters  of  soybeans  are  Brazil  and  the  Peo- 
ple's Republic  of  China.  In  calendar  year  1975  it  is  estimated  that 
these  countries  produced  16.6  million  metric  tons  of  seed  and  9.5  million 
metric  tons  of  soymeal.  Estimated  exports  in  1975  were  3.1  million 
metric  tons  of  seed  and  3  million  metric  tons  of  meal.  Brazilian  ex- 
ports are  forecast  to  rise  19  percent  in  1976  as  a  result  of  strong  gov- 
ernment programs  to  encourage  exports  of  agricultural  products. 

(1)    CANADA 

The  Canadian  "Wheat  Board  was  established  in  1935  as  a  quasi-gov- 
ernment  trading  organization  that  handles  the  marketing  of  wheat, 
oats,  and  barley  in  interprovincial  and  export  trade.  The  board  is  the 
sole  buyer  and  seller  of  grain  in  Canada.  The  Canadian  Government 
finances  various  operations  of  the  board  and  appoints  its  five 
commissioners. 

The  three  objectives  of  the  board  are  (1)  to  market  as  much  grain 
as  possible  at  the  best  possible  price.  (2)  to  provide  price  stability  for 
Canadian  markets,  and  (3)  to  assure  each  producer  a  fair  share  of 
available  markets.  Each  producer  is  assigned  a  share  of  available  mar- 
keting opportunities  through  a  delivery  quota  system.  Delivery  quotas 
are  stated  in  terms  of  the  number  of  bushels  per  acre  that  a  producer 
can  deliver.  The  producer  may  allocate  his  quota  acres  to  anv  grain. 
The  wheat  board  issues  delivery  permit  books  indicating  the  farmer's 
allocation  of  deliveries.  Quotas  may  be  adjusted  by  the  board  as  ex- 
port needs  vary. 

The  board  requires  that  producers  market  their  grain  through  the 
board.  Although  the  board  has  no  marketing  facilities  of  its  own,  it 
negotiates  agreements  each  year  to  use  privately  and  cooperatively 
owned  grain  elevators.  When  the  farmer  delivers  his  crop  to  the  ele- 
vator, he  receives  an  initial  payment,  or  support  pi-ice.  A  final  pay- 
ment is  made  after  wheat  deliveries  have  been  completed  for  the  year 
and  the  marketing  expenses  deducted. 

The  Canadian  Wheat  Board  is  the  sole  supplier  of  wheat  for  export 
from  Canada.  This  places  the  board  in  a  strong  position  to  maximize 
profits  from  overseas  sales.  The  export  price  is  set  at  levels  that  insure 
the  competitiveness  of  Canadian  commodities,  but  there  has  been  a  ten- 
dency over  the  years  to  attempt  to  hold  grain  prices  at  levels  higher 
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than  those  set  by  the  competitive  export  companies  operating  from  the 
United  States. 

(2)  AUSTRALIA 

The  Australian  Wheat  Board  (AWB)  is  a  iTOvernment-authorized 
monopoly  with  authority  for  marketing  wheat  within  Australia  and 
for  exporting  wheat  and  flour  to  foreign  countries.  The  Government 
does  not  participate  in  the  daily  operations  of  the  AWB.  but  is  respon- 
sible for  establishing  guaranteed  farm  prices  and  home-consumption 
prices. 

Farmers  are  guaranteed  a  set  price  for  a  specified  quantity  of  wheat 
that  the  ATTB  expects  to  export.  Each  farmer  receives  an  initial  pay- 
ment on  the  delivery  of  quota  wheat  to  a  storage  or  port  facility  owned 
by  the  AWB.  A  final  payment  is  made  after  the  wheat  is  exported. 

The  AWB  has  sole  authority  over  export  sales.  Australia  tradi- 
'  nally  has  followed  a  destination  pricing  system  to  make  sure  that  its 
wheat  remains  competitive  in  overseas  markets.  This  system  varies 
prices  according  to  distance  to  destination  and  differing  freight  costs. 
Generally  the  AWB  sells  c.i.f.  to  foreign  governments  and  private 
3,  and  f.o.b.  to  developing  markets  and  large  international  trading 
firms  with  offices  in  Australia.  The  AWB  may  sell  directly,  or  through 
agents,  or  through  private  traders. 

(3)  ARGENTINA 

The  Argentine  National  Grain  Board  (XGB)  was  established  in 
1963  as  a  semiautonomons  agency  under  the  Secretariat  of  Agriculture 
and  Livestock.  As  established,  the  XGB  had  broad  regulatory  powers 
over  grain  trading,  and  operated  terminals  and  port  elevators.  It 
exercised  considerable  influence  over  wheat  exports  through  a  license 
system  but.  was  not  actually  a  marketing  agent.  Tt  did.  however,  handle 
direct  sales  to  other  governments,  while  commercial  sales  were  handled 
by  private  dealers.  Export  pricing  was  largely  in  the  hands  of  private 
trad' 

In  the  last  4  years  the  XGB  has  increased  its  control  over  marketing 
and  orices.  Argentine  producers  are  required  to  sell  their  grains  to  the 
V  i  B,  and  the  XGB  sets  prices  and  markets  the  grain.  The  post-Peron 
military  government,  announced  in  late  March  1976  that  it  planned  to 
reduce  government  control  over  the  grain  trade  and  to  return  the  trad* 
rivate  firms.  This  change  is  scheduled  to  occur  at  the  end  of  the 
76  marketing  year.  It  would  eliminate  pricing  and  marketing 
functions  and  return  the  XGB  to  its  original  status  as  a  regulatory 
agency. 

(4)    BRAZIL 

The  Brazilian  Government  is  not  directly  involved  in  marketing 
and  exporting.  Private  traders  control  the  marketing  structure  al- 
though the  Government  promotes  trade  through  subsidies  and  tux  in- 
centives. The  United  States  has  hecome  increasingly  concerned  about 
the  nse  of  raj  incentives  to  promote  Brazilian  soybean  exports.  Cur- 
rently, the  Brazilian  Government  maintains  a  (:i\  incentive  program 
for  exports  of  sovbeans,  soybean  meal,  and  sovbean  oil.  A  value-added 
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transaction  tax  is  levied  on  soybeans  and  soybean  oil  in  the  domestic 
market;  soybean  meal  is  exempt  to  encourage  domestic  usage.  When 
whole  soybeans  are  exported,  the  full  value-added  tax.  currently  12.5 
percent,  must  be  paid.  Soybean  meal  exports,  on  the  other  hand,  must 
pay  a  value-added  tax  equal  to  5  percent,  and  soybean  oil  exports  arc 
not  taxed  at  all  as  an  incentive  to  crush  soybeans  in  Brazil.  Soybean 
oil  shipments  also  receive  a  tax  credit  to  encourage  sales,  and  any 
profits  earned  from  soybean  oil  exports  are  exempt  from  the  income 
tax.  Also,  producers  of  meal  and  oil  may  take  advantage  of  loans  at 
preferential  interest  rates  to  finance  production  for  export. 

On  May  11,  1970,  the  Brazilian  and  the  U.S.  Governments  nego- 
tiated a  trade  agreement  related  to  soybeans  and  some  nonagricult  tiral 
products.  The  Brazilian  Government  agreed  gradually  to  decrease  its 
export  tax  incentive  for  soybean  oil  and  to  end  the  program  entirely 
by  December  1977.  The  export  tax  system  will  be  phased  out  in  four 
stages,  with  the  first  reduction  taking  effect  on  July  1. 1970.  Reduction 
of  tax  incentives  will  put  Brazilian  prices  more  in  line  with  prices  of 
United  States  and  European  soybean  oil. 


V.  U.S.  FOOD  AID  ACTIVITIES  SINCE  WORLD  WAR  II 

is  chapter  presents  the  history  of  U.S.  food  aid  efforts  since 
World  War  II.  Subsection  (b)  (3)  of  the  next  chapter  will  examine 
some  of  the  specific  characteristics  and  uses  of  food  power  based  on 
the  provision  of  food  aid  to  need}T  countries. 

A.  U.S.  Efforts  To  Provide  Food  Relief  During  axd  Immediately 
After  World  War  II 

Since  the  middle  of  World  War  II,  this  country  has  continuously 
given  food  aid  to  needy  countries  through  one  program  or  another. 
During  World  War  II,  slightly  over  $6  billion  in  agricultural  com- 
modities was  shipped  through  the  lend-lease  program.  More  than  60 
percent  of  the  lend-lease  commodities  was  food,  mainly  meats  and 
dairy  products.  Grain  exports  were  a  very  small  portion  of  lend-lease 
aid.  In  the  immediate  post-World  War  II  period,  the  United  States 
gave  food  aid  through  two  separate  channels:  The  bilateral  Govern- 
ment and  Relief  in  Occupied  Areas  (GARIOA)  program,  and  the 
multilateral  United  Nations  Relief  and  Rehabilitation  Administra- 
tion (UNREA). 

(1)  GARIOA 

The  GARIOA  program  was  begun  in  194*2  in  order  to  meet  the 
overhead  costs  of  U.S.  occupation  forces  and  the  costs  of  providing 
supplies  to  be  distributed  to  civilians  in  Austria,  Germany,  Japan. 
Korea,  and  other  occupied  areas  to  forestall  starvation  and  severe 
physical  hardship.  Unfortunately,  because  GARIOA  aid  was  financed 
through  regular  Department  of  the  Army  appropriations  prior  to 
fiscal  year  1047,  separate  totals  are  not  readily  available  for  the  amount 
of  agricultural  commodities  provided  during  the  period  of  especially 
severe  food  need  in  Europe  and  Asia  immediately  after  the  end  of  the 
war.  On  the.  basis  of  other  data,  however,  it  would  appear  thai 
GARIOA  food  exports  for  fiscal  years  1945  and  1946  were  about  20 
to  25  percent  of  those  shipped  through  UNRRA. 

(2)  UNRRA 

UNRRA  was  created  as  an  international  organization  in  November 
L9 1'i  by  the  United  St  atea  and  L2  other  count  ries,  but  did  not  begin  to 
provide  significant  amounts  of  material  until  the  first  half  of  fiscal 
year  1946.  Essentially  the  program  was  an  outgrowth  of  lend-lease 
activities  whereby  material  assistance  had  been  provided  to  support 
all  portions  of  the  recipient's  economy,  not  just  certain  sectors.  Unlike 
lend-lease,  UNRRA  was  totally  a  grant  program  with  the  United 
States  eventually  contributing  i3  percent  of*  the  $2.9  billion  in  aid 
distributed  by  UNRRA.  Foodstuffs  and  animal  feed  comprised  over 
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$1.2  billion  of  the  U.S.  contribution.  U.S.  support  of  UXRRA  was 
terminated  in  early  1947  mainly  due  to  the  onset  of  the  cold  war. 
GARIOA  and  UNRRA  aid  were  especially  significant  during  the 
severe  winter  of  1946-47  in  Western  Europe  when  the  United  States 
shipped  over  Sy2  million  tons  of  grain  to  forestall  famine  there. 

In  fiscal  year  1948,  the  United  States  gave  over  $1.5  billion  in  agri- 
cultural commodities  through  seven  separate  aid  programs:  the  end 
of  UNRRA,  $11  million ;  the  beginning  of  the  Marshall  plan.  $115  mil- 
lion; U.S.  foreign  relief,  $205  million;  the  International  Refugee 
Organization,  $12  million;  GARIOA,  $830  million;  Greek-Turkish 
aid.  $79  million;  and  the  interim  aid  program,  $317  million. 

For  the  purposes  of  this  study,  probably  the  most  significant  fact 
about  the  immediate  postwar  period  was  the  reemergence  of  wheat  as 
a  major  component  of  U.S.  exports.  From  a  level  of  only  56  million 
bushels  of  wheat  and  wheat  products  exported  in  fiscal  year  1945, 
exports  jumped  to  318  million  bushels  in  fiscal  year  1946,  367  million 
bushels  in  fiscal  year  1947,  479  million  bushels  in  fiscal  year  1948,  and 
peaked  at  505  million  bushels  in  fiscal  year  1949. 

(3)    MARSHALL   PLAX 

Much  of  the  wheat  was  provided  through  the  European  Recovery 
Program  or  Marshall  Plan.  The  European  Recovery  Program  was 
formulated  when  it  became  obvious  that  European  recovery  from  the 
Second  World  War  would  not  be  accomplished  in  a  few  years.  The 
severe  winter  of  1946-47  and  the  withdrawal  of  the  United  Kingdom 
from  its  role  in  Greece  acted  as  immediate  catalysts  in  the  formulation 
of  some  sort  of  American  response  to  the  political  and  economic  situ- 
ation in  Europe.  In  early  June  1947,  in  a  speech  given  at  Harvard 
University,  Secretary  of  State  Marshall  proposed,  in  general  terms,  a 
joint  program  for  the  economic  recovery  of  Europe.  Following  the 
receipt  in  late  1947  of  a  number  of  reports  on  the  European  economic 
situation  by  several  U.S.  Government  groups  and  agencies,  and  of  joint 
proposals  from  the  Europeans,  the  Truman  administration  proposed 
legislation  which  became  the  Economic  Cooperation  Act  of  1948  in 
April  1948. 

The  primary  aim  of  the  program  was  twofold:  First  to  help  Euro- 
peans recover  from  the  direct  effects  of  the  war.  and  second  to  assist  all 
sectors  of  the  European  economy  to  become  self-sustaining  within  the 
projected  4-}Tear  life  of  the  program.  The  slow  rate  of  recovery  of 
agricultural  production  combined  with  the  effects  of  bad  weather  made 
food  imports  a  high  priority  in  the  first  15  months  of  the  program. 
Of  the  $4.2  billion  in  aid  actually  furnished  during  this  initial  period, 
39  percent  consisted  of  food,  feed,  and  fertilizers.  By  1951,  food  con- 
sumption in  Europe  had  virtually  reached  prewar  levels,  but  sicrnifi- 
cant  food  imports  were  still  required.  During  the  entire  Marshall  plan 
program,  some  $13.5  billion  in  aid  of  all  types  was  provided.  Of  that 
SI  3.5  billion,  29  percent  consisted  of  food,  fertilizer,  and  feed. 

The  impact  of  aid  on  U.S.  agricultural  exports  during  this  period 
was  very  great.  Available  data  indicate  that  for  both  fiscal  years  1949 
and  1950,  ECA  and  GARIOA  funds  financed  over  60  percent  of  total 
U.S.  agricultural  exports.  For  grains,  the  percentage  financed  through 
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the  two  programs  was  even  higher:  in  fiscal  1050,  87  percent  of  $9&0 

million  in  grain  exports.  Extremely  high  percentages  of  other  jj.S. 
agricultural  exports  were  also  financed  through  these  two  programs 
in  this  period  (see  table  3). 

In  1050.  and  again  in  1951,  the  Congress  passed  special  bills  to  ear- 
mark Marshall  plan  funds  for  food  aid.  The  first  bill,  the  Yugoslav 
Emergency  Relief  Assistance  Act  of  1050,  authorized  the  use  of  $50 
million  in  previously  appropriated  Marshall  plan  funds  for  famine 
relief  in  Yugoslavia.  The  funds  were  requested  by  President  Truman 
at  a  time  when  the  Yugoslav-Soviet  split  was  a  pressing  issue.  The 
second  bill,  the  India  Emergency  Food  Act  of  1051,  authorized  the 
President  to  lend  India  $100  million  in  Marshall  plan  funds  in  order 
to  purchase  2  million  tons  of  U.S.  grain  to  forestall  a  famine.  Presi- 
dent  Truman  had  originally  requested  that  the  *100  million  be  made 
available  as  grant  aid  but  was  turned  down  by  Congress. 

The  actual  contribution  of  the  several  U.S.  food  aid  programs  to  the 
stability  of  Europe  in  the  immediate  postwar  period  was  substantial. 
In  addition  to  humanitarian  considerations,  it  seems  likely  that  with- 
out the  $9  or  $10  billion  in  agricultural  commodities  provided  during 
this  time,  the  political  situation  in  Europe  would  not  have  evolved 
nearly  as  favorably  for  the  continuation  of  democratic  government. 

B.  Prune  Law  ISO  (The  Food  FOB  Peace  Pb0GBAm) 

In  10.5.°>.  three  bills  were  passed  which  directly  related  to  the  future 
Public  Law  ISO.  In  June,  Congress  passed  S.  2112,  authorizing  the  gi  ft 
of  1  million  tons  of  surplus  wheat  to  Pakistan  to  avert  a  famine  In 
July.  S.  2-204.  authorizing  the  President  to  give  $100  million  worth  of 
surplus  commodities  for  worldwide  famine  relief,  was  passed.  Also  in 
July,  section  550  was  added  as  a  floor  amendment  to  the  Mutual  Secu- 
rity Act,  authorizing  the  provision  of  surplus  U.S.  agricultural  com- 
modities to  needy  countries  in  exchange  for  the  local  currencies  of  the 
recipients. 

On  July  8,  1953,  the  Semite1  Committee  on  Agriculture  and  Forestry 
reported  a  bill  entitled  the  Agricultural  Trade  Development  Act  of 
1953.  This  bill  gave  the  President  authority  to  sell  surplus  U.S.  agri- 
cultural commodities  for  foreign  currencies  similar  to  the  authority 
in  the  newly  enacted  sect i<<n  550  of  the  Mutual  Security  Act.  The  Sen- 
ale  passed  me  bill  in  July  L953,  butthe  House  did  not  act  on  it  during 
the  remainder  of  thai  session.  The  bill  was  considered  during  the  sec- 
ession of  the  83d  Congress  and  passed  as  Public  Law   180,  the 
Agricultural  Trade  Development  and  Assistance  Acl  of  L954,  As  the 
.  the  law  had  two  basic  purposes.  The  first  was  to  expand 
i  fade  in  order  to  reduce  large  stocks  of  agricultural  commodities 
which  were  expensive  to  store,  and  which  acted  as  a  damper  on  farm 
prices.  The  second  purpose  was  i«>  use"  r>.  agricultural  abundance  to 
•  other  nations.  The  goals  specifically  stated  in  the  acl  were  to 
markets  for  American  farm  products,  to  dispose  of  sur- 
plus U.S.  agricultural  commodities,  to  combal  hunger  and  malnutri- 
t ion,  to  encourage  economic  development  in  developing  count  ries.  and 
t<>  promote  the  foreign  policy  of  the  United  Stato 

Title  I  of  Public  Law  180  provided  for  sales  of  I'.s.  agricultural 
commodities  for  the  national  currencies  of  the  recipient  countries. 
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Title  II  provided  for  grants  of  surplus  agricultural  commodities  to 
friendly  nations  for  famine  or  disaster  relief  or  directly  to  needy 
peoples  of  countries  without  regard  for  the  friendliness  of  their  gov- 
ernments. Title  III  authorized  the  barter  of  surplus  agricultural  com- 
modities for  strategic  and  other  raw  materials  produced  abroad.  Be- 
tween 1955  and  the  end  of  1965,  the  United  States  sold  over  $9.3  billion 
worth  of  agricultural  commodities  for  local  currencies.  Since  1954,  the 
act  has  been  extended,  amended,  and  reorganized  many  times.  The 
1959  extension  authorized  long-term  dollar  credit  sales  to  friendly 
nations  and  the  1966  extension  was  called  the  Food  for  Peace  Act. 

Mainly  as  a  result  of  problems  with  rapidly  accumulating  amounts 
of  local  currencies  from  a  few  major  Public  Law  480  recipients,  the  act 
was  completely  restructured  in  1966.  Although  the  basic  purpose  of  the 
amended  act  was  no  longer  disposal  of  surplus  agricultural  commodi- 
ties, the  emphasis  was  still  on  developing  markets  and  expanding  agri- 
cultural trade.  As  the  policy  section  of  the  1966  act  stated : 

The  Congress  hereby  declares  it  to  be  the  policy  of  the 
United  States  to  expand  international  trade ;  to  develop  and 
expand  export  markets  for  U.S.  agricultural  commodities; 
to  use  the  abundant  agricultural  productivity  of  the  United 
States  to  combat  hunger  and  malnutrition ;  and  to  encourage 
economic  development  in  the  developing  countries,  with  par- 
ticular emphasis  on  assistance  to  those  countries  that  are  de- 
termined to  improve  their  own  agricultural  production;  and 
to  promote  in  other  wavs  the  foreign  policy  of  the  United 
States. 

In  addition,  major  structural  changes  were  made  in  the  arrange- 
ment of  authorities  contained  in  the  various  titles  of  the  bill. 

In  keeping  with  the  policy  changes  that  were  made  in  1966,  section 
103(b)  of  Public  Law  480  was  amended  to  direct  the  President  to 
assure  a  progressive  transition  from  sales  for  foreign  currencies  to 
sales  for  dollars  or  convertible  local  currency  credits.  The  transition 
from  local  currency  sales  was  completed  by  the  end  of  1971.  The 
amendment  of  section  103(b)  changed  the  thrust  of  Public  Law  480 
from  a  program  Avhich  had  generated  large  quantities  of  local  curren- 
cies from  cash  sales  to  a  program  which  generated  mostly  dollars 
from  long-term  credits.  Except  for  amendments  concerning  permis- 
sible local  currency  uses  imder  the  act  and  establishing  a  legislative- 
executive  advisory  committee,  there  were  no  significant  changes  made 
in  Public  Law  480  itself  between  1966  and  1975. 

However,  as  the  first  of  what  were  to  be  several  changes  in  Public 
Law  480  policy,  significant  amendments  affecting  Public  Law  480  were 
included  in  foreign  aid  legislation  in  1973  and  1974.  In  the  1973  For- 
eign Assistance  Act,  section  40  forbade  the  use  of  Public  Law  480  local 
currencies  for  common  defense  purposes  without  specific  congressional 
approval.  In  section  55  of  the  Foreign  Assistance  Act  of  1974,  the 
President  was  directed  to  allocate  not  more  than  30  percent  of  U.S. 
concessional  food  aid  in  fiscal  year  1975  to  countries  other  than  those 
on  the  United  Nations  list  of  countries  most  seriously  affected  by  the 
current  economic  crisis,  unless  he  could  demonstrate  that  the  food 
assistance  was  solely  for  humanitarian  purposes. 
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In  1975,  Public  Law  480  itself  was  amended  in  several  respects  by 
the  International  Development  and  Food  Assistance  Act  of  1975 
(Public  Law  91—161).  Among  the  most  important  changes  were:  (1) 
addition  of  a  requirement  that  the  President  give  priority  considera- 
tion to  making  available  the  maximum  feasible  volume  of  food  com- 
modities to  those  countries  affected  by  food  shortages  and  unable  to 
meet  their  immediate  food  requirements  on  a  commercial  basis;  (2) 
the  creation  of  a  new  section  111  mandating,  with  a  possible  exception, 
that  75  percent  of  title  I  food  aid  be  allocated  to  countries  which  have 
a  per  capita  GXP  of  less  than  $300  a  year  and  are  unable  to  secure 
their  immediate  food  requirements  through  commercial  channels  or 
their  own  production;  (3)  the  establishment  of  a  legislated  minimum 
of  1.3  million  tons  of  agricultural  commodities  to  be  distributed 
through  title  II  grant  programs;  and  (4)  the  incorporation  of  the 
"New  Directions*'  policies  from  sections  103  and  104  of  the  Foreign 
Assistance  Act  in  Public  Law  480  local  currency  use  and  self-help 
considerations. 

(1)    SIZE   AXD  IMPACT  OF   PUBLIC   LAW    4  80 

From  fiscal  year  1955  through  the  end  of  calendar  year  1975,  more 
firm  $24.2  billion  in  farm  products  have  been  shipped  through  Public 
Law  IS' )  programs.  About  $10.9  billion,  almost  one-half  by  value,  of  the 
commodities  shipped  consisted  of  wheat  and  wheat  products.  Another 
£-2.-2.  billion  was  expended  for  rice  and  approximately  $1  billion  for 
corn  during  this  period.  In  the  first  12  full  years  of  the  program.  Pub- 
lic Law  480  commodities  averaged,  by  value,  more  than  one-quarter 
of  nil  U.S.  agricultural  exports.  Clearly,  food  aid  continued,  though 
at  lower  percentages  of  overall  agricultural  trade  than  in  the  immedi- 
ate postwar  years,  to  have  a  large  impact  on  U.S.  agricultural  ex- 
ports. It  v  as  not  until  fiscal  year  1909  that  Public  Law  -ISO  exports 
comprised  less  than  1.")  percent  of  the  total  value  of  U.S.  agricultural 
exports.  Since  fiscal  year  1973  less  than  5  percent  of  the  value  of  U.S. 
agricultural  exports  have  been  supplied  by  Public  Law  480— -partly 
because  of  limitations  imposed  by  Public  Law  480  budgets.  Recent 
total  program  cos;-  for  Public  Law  480  have  ranged  from  $1.2  to  si.; 
billion  a  year.  The  total  cost  of  the  program,  which  include-  the  aci 
sition  costs  of  the  commodities,  ocean  transportation  costs,  stoi 
charges,  interest  and  other  expenses,  came  to  approximately  $31.8  bil- 
lion for  the  period  from  1954  through  L974. 

C2)    MAJOR    PUBLIC    LAW    180    RECIPIENTS 

Eleven  countries  have  accounted  for  $15,6  billion  or  64  percenl  of 
total  Public  Law  L80  sales  and  donation-  made  from  1954  through  the 
end  of  L975  (total  derived  from  incomplete  L975  data).  Other  than 
being  the  largesl  recipients  of  Public  Law  [SO  aid,  they  have  little  in 
common.  They  range  from  countries  (hat  arc  Btill  wry  poor,  such  as 
India  and  Pakistan,  to  tho  e,  such  as  [srael  and  Poland,  that  could  be 
considered  developed  count  ries. 

t. India:  TotalPublic  Law  180    $5,010 million;  Title  ?,$4fl6£ million,' 
Title  1 1,  $948  million 
India  is  by  far  the  largest  Public  Law  480  aid  recipient,  1<  was 
.  recipient  of  Public  Law  |so  aid  each  year  from  fiscal  yrm-  L958 
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through  fiscal  year  1971.  Deliveries  during  that  13-year  period  were 
never  less  than  $200  million  a  year.  Particularly  large  amounts  were 
shipped  in  fiscal  years  I960,  $517  million;  1965,  $415  million;  and  1966, 
$595  million.  Because  of  good  grain  crops  in  the  late  1960?s  and  for 
domestic  political  reasons,  the  program  was  relatively  small  for  fiscal 
years  1973  and  1974.  The  fiscal  year  1975  program  was  over  $275 
million. 

2.  Pakistan:  Total  Public  Law  4B0— $1,833  mill  Ion;  Title  I,  $1,610 

million;  Title  II,  $223  million 
Public  Law  480  shipments  have  been  made  to  Pakistan  every  year 
since  1954.  Even  though  $1,055  million  of  the  $1,833  million  total  was 
shipped  prior  to  fiscal  year  1965,  the  program  has  averaged  about  $90 
million  a  year  for  the  last  9  years  except  for  fiscal  year  1974. 

3.  South  Korea:  Total  Public  Law  480— $1,768  million:  Title  I,  $1,266 

million;  Title  II.  $502  million 
Like  Pakistan,  South  Korea  has  benefitted  from  Public  Law  480 
every  year  since  the  program  began.  Except  for  fiscal  years  1959, 1960, 
and  1974,  shipments  have  been  at  least  $60  million  a  year  since  fiscal 
year  1958.  The  program  was  relatively  large  between  fiscal  years  1968 
and  1973.  Over  $950  million  in  Public  Law  480  commodities  have  been 
shipped  since  fiscal  year  1968. 

If.  South  Vietnam:  Total  Public  Law  480 — $1,768  million;  Title  I, 
$1JS4  million;  Title  II,  $327  million 
Virtually  all  Public  Law  480  deliveries  to  Vietnam  took  place  after 
fiscal  year  1962.  The  program  in  South  Vietnam  was  similar  to  secu- 
rity supporting  assistance  in  that  it  Avas  a  budgetary  support  measure 
that  freed  South  Vietnam's  foreign  exchange  reserves  for  uses  other 
than  importing  food.  The  program  in  South  Vietnam  was  also  unique 
in  that  the  United  States  granted  back  practically  all  of  the  title  I  local 
currency  receipts  to  be  used  for  common  defense  purposes  until  Con- 
gress legislated  an  end  to  this  use  of  local  currencies.  For  fiscal  year 
1974.  the  program  for  South  Vietnam  amounted  to  $231  million. 

5.  Yugoslavia:  Total  Public  Laio  480— $1,133  million;  Title  I,  $864 

million;  Title  II,  $268  million 
Essentially  all  Public  Law  480  shipments  to  Yugoslavia  were  made 
from  1954  to  the  end  of  fiscal  year  1966,  when  Ihe  United  States  was 
actively  supporting  Tito's  independence  from  the  Soviet  Union. 

6.  Indonesia:  Total  Public  Law  480— $934  million:  Title  I,  $830  mil- 

lion; Title  II,  $104  million 
The  program  for  Indonesia  is  unusual  in  that  the  majority  of  the 
commodities  have  been  delivered  since  fiscal  year  1966 — a  period  dur- 
ing which  U.S.  food  aid  was  declining.  In  fact,  over  70  percent  of  the 
total  has  been  delivered  since  fiscal  year  1968.  For  fiscal  year  1975, 
$46  million  was  programed  for  Indonesia. 

7.  Brazil:  Total  Public  Law  480— $850  million  ;  Title  I,  $547  million  ; 

Title  II,  $312  million 
Brazil  is  the  largest  recipient  of  Public  Law  4S0  aid  in  Latin  Amer- 
ica, having  obtained  almost  one  third  of  the  program's  deliveries  to 
that  region.  Of  the  $859  million  total  for  Brazil,  62  percent  of  Public 
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Law  480  commodities  were  shipped  prior  to  fiscal  year  1965.  From 
fiscal  year  1966  through  fiscal  year  1971,  the  program  fluctuated  be* 
tween  $10  and  $80  million  annually,  averaging  about  $50  million  a 
year.  Since  fiscal  year  1072.  the  program  lias  been  less  than  $10  million 
a  year. 

8.  Egypt:  Total  Public  Law  480— $829  million ;  Title  I,  $625  million; 

Title  II y  $20 If  million 
Of  the  $829  million  in  Public  Law  480  deliveries  to  Egypt  since 
1954,  $630  million  worth  was  shipped  during  fiscal  years  1960  to  1965. 
There  was  a  small  program  in  fiscal  year  1966,  and  the  rupture  of 
diplomatic  relations  following  the  1967  Arab-Israeli  war  effectively 
marked  the  end  of  Public  Law  480  until  fiscal  year  1974.  For  fiscal  year 
1975,  a  $117  million  program  was  established. 

9.  Israel:  Total  Public  Law  480— $625  million;  Title  /,  $563  million; 

Title  II,  $62  million 
Israel  received  Public  Law  480  deliveries  from  the  beginning  of 
the  program  until  fiscal  year  1973,  with  a  variation  in  deliveries  from 
$19  million  in  fiscal  year  1964  to  $60  million  in  fiscal  year  1973.  Less 
than  $2  million  in  title  II  funds  were  programed  for  fiscal  year  1974, 
and  only  $8.6  million  of  title  II  deliveries  took  place  in  fiscal  year 
1975. 

10.  Turkey:  Total  Public  Law  J&0—$561  million;  Title  I,  $419  million  : 

Title  II,  $U2  m ill 'ion 
Of  the  $561  million  in  Public  Law  480  commodities  shipped  to 
Turkey  since  1954.  almost  $380  million,  or  over  two-thirds,  was  sent 
in  the  first  10  years  of  the  program.  Except  for  $121  million  in  com- 
modities delivered  in  fiscal  years  1969-71,  the  program  in  Turkey 
has  been  quite  small  since  1965. 

11.  Poland:  Total  Public  Law  480— $519  million;  Title  I, ; 

Title  1 1,  $7(1  million 
Except  for  a  small  title  II  program  which  ran  from  fiscal  year  1968 
through  fiscal  year  1970,  all  of  the  commodities  shipped  to  Poland 
under  Public  Law  480  were  financed  on  a  dollar/zloty  payment  sched- 
ule which  amounted  to  a  100-percent  dollar  repayment.  Also,  the 
TTnited  States  did  not  grant  back  any  of  the  currencies  involved  in 
the  transaction  as  it  did  in  other  Public  Law  ISO  countries.  Shipments 
made  under  the  dollar/zloty  arrangement  were  completed  in  fiscal 
year  1964. 

(3)    POLITICAL   PROBLEMS    ARISING   1'imM    PUBLIC   LAW    ISO  ACTIVITIES 

From  the  beginning,  the  fact  that  the  primary  objective  of  the  pro- 
gram was  to  export  surplus  stocks  of  agricultural  commodities 
quired  through  Commodity  Credit  Corporation  price  support  opera- 
tions worked  against  tli'>  diplomatic  success  of  the  program.  The  sec- 
ondary objective,  to  provide  food  aid  to  combat  famine  and  malnutri- 
tion was  sometime-  overlooked.  Countries  competing  with  American 
food  exports  complained  that  the  program  was  subsidized  dumping  in 
Third  World  markets.  A  different  type  of  complaint  was  that  the  large 
scale  Public  Law  480  deliveries  allowed  the  recipient  countries  to  avoid 
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devoting  the  needed  resources  and  attention  to  development  of  their 
own  agricultural  sectors.  The  policies  of  many  less  developed  coun- 
tries favoring  cheap  food  for  urban  dwellers  at  the  expense  of  rural 
agricultural  development  have  been  cited  as  examples.  Another  prob- 
lem involved  political  and  economic  difficulties  arising  from  U.S. 
accumulations  of  excess  local  currencies  in  the  early  years  of  the  pro- 
gram. Some  of  these  excess  local  currencies  are  still  being  held  by  this 
country. 

Even  in  recipient  countries,  problems  and  controversies  have  arisen. 
In  India,  for  example,  the  reality  of  food  needs  notwithstanding,  there 
has  been  resentment  at  being  dependent  upon  the  United  States  for 
such  a  large  portion  of  its  critical  grain  needs.  The  Indians  have  felt 
that  the  dependency  relationship  was  demeaning.  Also,  the  huge 
amounts  of  local  currency  indebtedness  to  the  United  States  caused  by 
title  I  local  currency  sales — over  $3.2  billion  by  fiscal  year  1972 — 
became  a  political  issue  in  India  as  fears  of  "U.S.  control  over  the 
entire  economy"  were  expressed.  In  some  countries,  the  U.S.  surplus 
commodities  available  did  not  coincide  with  the  food  requirements  of 
the  recipient.  For  example,  a  recipient  country  may  have  wanted  rice 
when  the  United  States  had  surplus  wheat,  or  vice  versa.  Under  those 
circumstances,  recipient  countries  could  claim  that  the  surplus  disposal 
aspect  of  the  program  rather  than  their  needs  governed  what  they 
received.  Finally,  recipients  have  complained  about  the  various  legis- 
lated requirements  in  the  law  (self-help,  local  currency  limitations, 
etc.)  as  preconditions  for  receiving  aid.  These  preconditions  were  seen 
as  Ajnerican  meddling  in  their  internal  affairs. 

The  high  price/tight  supply  situation  in  fiscal  year  1974  brought 
forth  a  completely  different  set  of  problems  regarding  Public  LawT  480. 
Because  of  the  limitations  of  section  401  of  the  act,  the  "availability" 
of  most  Public  Law  480  commodities  was  determined  to  be  low.  The 
surplus  to  be  channeled  into  Public  Law  480  had  suddenly  disappeared. 
Xow  the  primary  consideration  was  adequacy  of  the  program  in  light 
of  worldwide  short  supply  conditions  and  famine  in  some  areas.  The 
severe  program  cuts  made  in  fiscal  year  1974  were  extremely  damaging 
diplomatically  since  many  less  developed  country  recipients  were  si- 
multaneously experiencing  food  shortages  and  increasing  costs  for 
fuel,  fertilizer,  and  food  imports.  In  addition,  the  provision  of  a  large 
portion  of  the  program  to  South  Vietnam  and  Cambodia,  political 
clients,  led  to  congressionally  initiated  changes  in  Public  Law  480 
directing  that  specified  portions  of  the  commodities  sold  under  title  I 
go  to  countries  which  were  most  seriously  affected  by  food  shortages. 
With  the  disappearance  of  the  surpluses  upon  which  the  existence  of 
Public  Law  480  was  predicated,  the  program  was  forced  to  compete 
directly  with  other  U.S.  aid  efforts  for  Government  financing  and  with 
U.S.. Government  agricultural  exports  for  available  commodities. 


VI.  FOUR  BASIC  MARKET  TYPES  FOR  U.S.  GRAIN  AND 
SOYBEAN  EXPORTS 

There  are  four  distinct  types  of  markets  for  U.S.  agricultural  com- 
modity s.  While  there  are  many  characteristics  of  the  markets  for  U.S. 
food  exports,  the  most  significant  for  an  analysis  of  the  costs  and  bene- 
fits of  the  use  of  food  power  are  selected  here.  It  should  be  noted  that 
there  are  those  who  believe,  either  on  moral  grounds  or  because  of 
ideological  opposition  to  any  interference  with  the  operation  of  free 
markets,  that  short  of  war.  food  should  not  be  utilized  as  a  means  to 
achieve  a  diplomatic  or  foreign  policy  purpose.  AVhile,  in  the  final 
analysis,  this  view  may  affect  decisions  on  whether  or  not  food  power 
should  actually  be  used,  this  position  is  only  one  of  several  to  be  con- 
sidered in  this  study. 

A.  The  Different  Market  Types 

(1)    DEVELOPED  MARKET  ECONOMIES    (DME'S) 

This  category  includes  the  countries  in  the  OECD,  that  is,  the 
United  States.  Canada,  Western  Europe,  Japan,  Australia,  Turkey, 
and  Xew  Zealand.  In  these  countries  one  encounters  relatively  freely 
functioning  market  systems  for  most  goods  and  a  generalized  commit  - 
ment  to  free  trade.  The  DME's  are  members  of  the  General  Agreement 
on  Tariffs  and  Trade  (GATT)  and  are  obligated  to  observe  GATT 
regulations  on  trade  matters.  While  the  GATT  has  not  been  very 
effective  in  removing  impediments  to  agricultural  trade,  the  institu- 
tion has  been  helpful  in  other  areas  and  lias  acted  as  one  of  the  many 
links  among  the  DME's.  The  types  of  trading  relationships  that  exist 
bet  ween  the  United  States  and  the  DME's  are  those  between  equals. 

In  terms  of  trade  in  grains  and  soybeans,  this  irroup  contains  the 
largest  exporters  of  these  commodities  (Canada,  Australia,  and  the 
United  States)  and  some  of  the  largest  importers  of  livestock  feed 
(Japan,  the  United  Kingdom,  West  Germany,  and  the  Netherlands). 
Notwithstanding  the  high  grain  import  levels  of  some  DME's,  all  have 
relatively  efficient  agricultural  sectors.  For  example,  the  Japanese,  ad- 
mittedly at  high  cost,  have  been  self-sufficient  in  rice  since  the  early 
I950's.  ' 

The  developed  market  economies  include  the  major  economic  aid 
giving  countries  and.  if  one  includes  those  acceding  to  the  Food  Aid 
Convention  of  the  International  Grains  Agreement,  the  major  oon- 
t  ributors  of  food  aid  to  developing  count  ries.  The  DM  E  countries  also 
are  the  largest  export  market  lor  [J.S.  commercial  agricultural  and 
uonagricultural  trade.  Total  [J.S.  agricultural  exports  have  recently 
increased  to  over  $22  billion  a  year.  Oft  his  $22  billion,  over  $10  billion 
is  ^<>ut  to  t  he  I >.M  E's.  While  t  he  I  Inited  States  possesses  great  economic 
power,  little  that  it  exports  to  the  DME's  could  not  be  obtained  by 
them  frequently  at  higher  cost  or  slightly  lower  quality,  and  with 
longer  delivery  t  imes-  -from  other  I  )M  E's. 

(30) 
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The  developed  market  economies  are  also  partners  in  multilateral 
security  arrangements.  For  the  West  Europeans  and  Canadians, 
NATO  is  the  focus  of  these  security  arrangements.  For  Japan,  Aus- 
tralia, and  New  Zealand,  there  are  bilateral  security  treaties  with  the 
United  States.  Finally,  particularly  with  the  West  Europeans,  social 
and  cultural  linkages  have  been  established  through  the  great  migra- 
tions to  this  country  in  the  17th,  18th,  and  19th  centuries. 

Because  of  the  economic,  cultural,  political,  and  security  linkages 
which  exist  between  the  United  States  and  the  DMIvs,  the  imposition 
by  the  United  States  of  unilateral  restrictions  on  agricultural  exports 
to  them  for  political  reasons  would  be  highly  unlikely,  and  in  the  event 
they  should  be  imposed,  the  DMIvs  might  well  retaliate  with  trade 
restrictions  of  their  own. 

In  dealing  with  the  countries  in  this  group,  the  United  States  can, 
and  does,  use  control  over  U.S.  exports  to  accomplish  some  negotiated 
changes  in  their  agricultural  or  trade  policies.  However,  the  linkages 
to  nonrelated  policies  are  fairly  tenuous.  Thus,  it  would  be  unlikely 
that  the  United  States  would  succeed  in  influencing  German  policy 
toward  NATO  or  toward  the  Soviet  Union  through  a  threat  to  decrease 
grain  or  soybean  exports. 

(2)     THIRD    WORLD    COUNTRIES 

The  second  category  of  agricultural  markets  is  the  Third  World 
countries.  Countries  such  as  Algeria,  Mexico,  or  Brazil  are  character- 
ized bv  relatively  low  per  capita  incomes,  high  rates  of  population 
growth,  and  low  rates  of  literacy.  Most  have  very  large  rural  popula- 
tions. The  economies  of  Third  World  countries  are  characterized  by 
the  existence  of  some  sectors  that  are  capable  of  competing  in  inter- 
national markets.  They  possess  raw  materials  or  manufactured  prod- 
ucts for  which  international  markets  exist.  Their  economic  growth 
rates,  as  a  group,  have  been  reasonably  high  over  the  last  15  years. 
However,  partly  because  of  rapid  population  increases,  per  capita 
incomes  have  not  risen  rapidly.  The  agricultural  sectors  of  Third 
World  countries  employ  large  portions  of  their  total  labor  force,  but 
inefficiently.  And  because  of  the  rapid  increases  in  population  in  the 
last  20  years,  Third  World  countries  as  a  group  have  been  able  to 
maintain  their  per  capita  nutrition  levels  only  through  increasing  im- 
ports. The  countries  of  Africa  and  Asia,  net  exporters  of  3  million 
tons  of  grain  a  year  in  the  period  1934—39.  have  in  the  last  few  years 
become  net  importers  of  over  43  million  tons  of  grain  a  year. 

While  extremely  varied,  the  economic  philosophies  of  the  majority 
of  Third  World  countries  have  tended,  in  the  last  15  years  or  so.  to 
become  increasingly  Marxist  or  at  least  statist.  In  most  of  these  coun- 
tries, the  government  sectors  of  the  economy  are  quite  large  and  some 
variant  of  socialism  is  the  official  economic  philosophy.  The  trading 
structures  of  Third  World  countries  are  likewise  extremely  varied, 
though  for  the  most  part  agricultural  importing  and  exporting  is 
conducted  by  government  organizations.  Third  World  countries,  par- 
ticularly Venezuela,  Mexico,  and  Algeria,  have  been  the  most  militant 
advocates  of  the  New  International  Economic  Order  proposals  in  (he 
United  Nations  and  at  UNCTAD.  Because  they  possess  primary  com- 
modity exports  of  some  consequence  in  international  trade  and  find 
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their  commodity-related  income  highly  variable,  they  have  supported 
proposals  for  indexation,  producer  cartels,  and  the  other  provisions 
of  the  Xew  International  Economic  Order. 

Growing  Third  World  nationalism  has  manifested  itself  in  wide- 
spread nationalizations  or  confiscations  of  property  owned  by  devel- 
oped market  economy  countries  and  in  growing  antipathy  to  outside 
investment.  In  trade  matters.  Third  World  countries  do  not  generally 
support  trade  liberalization,  but  instead  advocate  nonreciprocal  con- 
cessions  from  the  DME's.  Demands  for  nonreciprocal  trade  benefits 
and  for  the  creation  of  many  commodity  agreements  have  not  been 
supported  by  the  United  States,  though  the  United  States  does  main- 
tain a  generalized  system  of  tariff  preferences.  The  Third  World 
countries  show  a  combination  of  militant  aggressiveness  when  dealing 
with  commodity  or  trade  matters  in  international  forums  and  appeals 
to  the  moral  and  humanitarian  traditions  of  the  United  States  when 
asking  for  economic  aid  or  negotiating  for  Public  Law  480  purchases. 
Trade  relations  between  the  United  States  and  Third  World  countries, 
GATT  membership  of  some  notwithstanding,  are  those  between 
unequals. 

(3)  fourth  world  countries 

The  Fourth  World  countries  are  the  approximately  45  countries 
whose  per  capita  GXP's  did  not  exceed  $270  a  year  in  1974.  Countries 
such  as  Bangladesh,  India,  Chad,  Mali,  and  Afghanistan  are  char- 
acterized by  extreme  poverty,  very  high  population  growth  rates,  large 
rural  populations,  and  low  rates  of  literacy.  Fourth  World  countries 
possess  relatively  few  natural  resources  per  capita  upon  which  to 
build  a  base  for  development  or  from  which  to  earn  export  revenues. 
Because  of  their  high  population  growth  rates  and  inefficient  agricul- 
tural sectors,  they  have  become  large-scale  importers  of  food  grains 
in  recent  years.  But  unlike  a  number  of  Third  World  countries,  they 
are  unable  to  finance  these  needed  food  imports  because  of  low  foreign 
exchange  earnings.  As  a  result,  they  are  heavily  dependent  on  food  aid. 
While  Third  World  countries  have  provided  the  leadership  and  sup- 
port in  international  forums  for  proposals  to  create  a  Xew  Inter- 
national Economic  Order,  the  Fourth  World  countries  have  generally 
been  somewhat  less  concerned  with  such  matters  either  because  of  their 
lack  of  resources  or  for  ideological  reasons.  Many  Fourth  World  coun- 
tries, however,  reflect  the  same  statist  or  Marxist  orientation  as  their 
Third  World  brethen  in  the  economic  organizations  of  their  societies. 

Finally,  it  should  be  noted  that  the  kinds  of  social  and  cultural  tie- 
that  exist  between  the  United  States  and  the  European-developed 
>mies  do  not  exist  with  most  Third  and  Fourth  World 

count  ries. 

M  t    THE    XnXM  I  I'M:  r    BGOKOBd  QB8 

The  lasi  group  of  countries,  the  nonmarket  economies,  includes  the 
major  Communist  countries:  the  Soviet  Union,  the  People's  Republic 
of  China,  and  the  Eas1  European  Communist  states.  This  group  pre- 
sents almost  :i  minor  image  of  the  developed  market  economies.  In 
the  Qonmarket  economics,  open  markets  do  not  exist  to  help  det<  rmine 
price/quantity  relationships.  Almost  all  economic  activities  arc 
planned  or  controlled  by  the  slate.  All  normal  trading  relationships 
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with  nonmarket  countries  involve  dealing  with  state  trading  agencies. 
There  are  no  private  dealers  in  grain  or  other  commodities.  At  the 
present  time,  except  for  Poland,  Hungary,  and  Romania,  the  GATT 
does  not  apply  to  trading  relations  with  these  countries.  And,  unlike 
the  developed  market  economies,  there  are  no  common  ground  rules 
and  mores  governing  trading  behavior.  With  four  of  the  nonmarket 
economies,  Cuba,  Vietnam.  Cambodia,  and  North  Korea,  all  U.S.  trade 
is  currently  embargoed. 

Ideological  differences  between  the  United  States  and  the  nonmarket 
economies  dominate  their  behavior  toward  each  other.  The  Commu- 
nist countries  are  potential  military  adversaries  in  Europe  and  Asia. 
As  Vietnam  and,  more  recently,  Angola  illustrate,  they  are  quite  will- 
ing to  intervene  or  overtly  support  groups  whose  interests  are  anti- 
thetical to  those  of  the  United  States.  Without  belaboring  the  obvious, 
the  activities  of  the  Communist  countries  are  the  main  reason  for  the 
existence  of  NATO  and  the  bilateral  defense  arrangements  between 
the  United  States  and  other  developed  market  countries.  In  economic 
philosophy,  the  Communist  countries  present  themselves  as  the  future 
alternatives  to  the  market  economies  of  the  developed  countries.  Fi- 
nally, and  most  significantly  for  this  study,  the  collectivized  agricul- 
tural sectors  of  the  nonmarket  economies,  particularly  the  Soviet 
Union  and  Eastern  Europe,  are  characterized  by  relatively  frequent 
crop  failures,  inefficiency,  and  the  need  to  devote  large  amounts  of 
resources  to  obtain  relatively  low  outputs.  In  the  last  4  years,  the  non- 
market-economy  countries  have  imported  large  amounts  of  wheat  and 
feed  grains  from  this  country  and  other  developed  market  economies. 

Commercial  dealings  with  the  Soviet  Union  or  Eastern  Europe  can 
be  looked  upon  as  a  system  of  negotiations  between  equals.  That  is. 
unlike  the  economically  weak  position  of  Third  and  Fourth  World 
countries,  the  nonmarket  economies  lay  claim  to  economic  equality  with 
the  developed  market  economies.  Because  of  the  adversary  leadership 
which  exists  in  military  and  political  arenas  and  because  of  the  lack 
of  common  values,  steps  by  the  United  States  to  use  agricultural  ex- 
ports in  a  political  manner  against  non-market-economy  countries 
would  be  much  less  controversial  than  similar  steps  against  develop- 
ing and  developed  market  economy  countries. 

B.  Diplomatic  Leverage  in  the  ForR  Basic  Markets 

Identification  of  the  four  major  market  types  for  U.S.  food  exports, 
leads  to  speculation  on  the  costs  and  benefits  arising  from  the  use  of 
U.S.  food  power  in  these  markets  in  certain  specified  situations. 

Starting  with  the  most  extreme  case — a  general  war — U.S.  sroals 
would  most  likely  be  the  same  as  in  World  War  II:  (1)  To  feed  this 
country:  (2)  to  provide  as  much  assistance  as  possible  for  its  allies, 
and  (3)  to  deny  all  food  supplies  to  the  enemy.  Under  wartime  condi- 
tions.' it  is  most  likely  that  the  food  needs  of  nonallied  Third  and 
Fourth  World  countries  would  be  considered  on  a  pragmatic  basis. 
That  is,  once  the  other  three  iroals  had  been  met.  their  needs  would  be 
considered  in  li<rht  of  the  resources  available.  It  should  be  noted  that 
sinee  the  end  of  World  War  II.  the  less  developed  countries  have 
moved  from  a  position  of  self-sufficiency  in  food  to  one  of  quite  high 
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dependence  on  imports.  Under  general  war  conditions,  the  less  devel- 
oped countries  would  be  much  more  seriously  affected  as  a  group  than 
was  the  case  in  World  War  II. 

More  difficult  diplomatic  problems  would  arise  under  conditions 
short  of  war.  In  analyzing  the  potential  for  food  power  under  these 
conditions,  it  is  necessary  first  to  examine  the  economic  and  political 
circumstances  of  the  buyer  of  agricultural  commodities  or  food  aid 
recipient  Following  this  analysis,  the  effectiveness  of  a  deliberate 
food  policy  of  some  kind  can  be  evaluated. 

(1)     DEVELOPED    MARKET    ECONOMIES 

The  United  States  has  not  possessed  food  power  based  on  the  provi- 
sion of  food  aid  to  the  developed  market  economies  since  the  early 
1950\s.  However,  the  situation  with  regard  to  market  control  food 
power  is  significantly  different.  In  the  case  of  a  wheat,  feed  grain,  or 
soybean  cutoff  by  the  United  States  some  of  the  developed  market 
economies  would  be  unable  to  obtain  their  supplies  elsewhere.  For  ex- 
ample, on  the  basis  of  size  of  imports  alone,  Japan  is  the  country  most 
dependent  on  U.S.  agricultural  exports.  In  fiscal  year  1974,  Japanese 
imports  of  all  U.S.  agricultural  commodities  were  $3«3  billion:  the 
next  largest  single  buyers,  the  West  Germans,  and  the  Netherlands 
each  purchased  $1.5  billion  in  agricultural  commodities.  These  coun- 
tries are  perhaps  the  most  vulnerable  to  U.S.  threats  to  curtail  its 
agricultural  exports.  But  because  of  the  many  common  trade,  security, 
and  cultural  ties  which  exist,  a  serious  conflict  between  the  United 
States  and  the  West  Europeans  and  Japanese  over  food  supplies  is 
most  unlikely  in  the  near  future.  However,  the  desire  of  the  Japanese 
to  conclude  an  unofficial  long-term  supply  agreement  with  this  country 
(see  chapiter  VII (D)  for  details)  is  one  manifestation  of  Japanese 
awareness  of  U.S.  market  control  food  power. 

In  fact,  because  of  the  other  linkages  and  close  commercial  relations 
that  exist  between  the  developed  market  economies  and  the  United 
States,  agricultural  trade  issues  have  in  the  past  been  the  source  of  ex- 
tensive  but  lower  level  conflict.  Because  the  participants  arc  all  part  of 
the  same  value  system,  they  have  not  hesitated  to  raise  agricultural 
t  rade  matters  for  resolution.  Witness  the  annual  intra-European  Com- 
munity arguments  over  the  common  agricultural  policy,  the  1962 
United  States-European  Community  "chicken  war."  and  most  recently, 
the  controversy  over  European  Community  moves  to  add  some  of  its 
surplus  dried  milk  to  Livestock  feed  in  order  to  fortify  it — a  process 
previously  undertaken  with  U.S.  soybeans.  This  substitution  gave  rise 
;<•  complaints  by  U.S.  interests  that  imports  of  soybeans  were  being 
unfairly  limited.  Here  the  issues  have  seldom  been  those  of  life  or  death 
but  rather  of  relative  economic  gains  or  of  satisfying  domestic  pro- 
ducer bitere 

In  addition,  because  of  their  healthy  economies,  the  developed  mar- 
conomiee  could  probably  make  arrangements  to  obtain  most  agri- 
cultural commodities  From  sources  other  than  the  United  States  in  most 
years.  The  long-range  results  of  the  U.S.  soybean  embargo  of  1973  are 
illustrative.  Following  the  imposition  of  the  soybean  embargo,  in  June 
L973,  the  West  Europeans  and  Japanese,  the  countries  most  seriously 
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affected  by  the  embargo,  financed  accelerated  soybean  development  in 
Brazil.  The  result  of  this  financial  support  was  the  acceleration  of  the 
rapid  growth  of  a  Brazilian  soybean  industry  that  is  threatening  the 
virtual  monopoly  on  the  world  soybean  trade  heretofore  enjoyed  by 
the  United  States. 

Kecent  trends  in  United  States-European  Community  agricultural 
trade  whereby  the  Community  is  purchasing  a  smaller  percentage  of 
overall  U.S.  agricultural  exports,  even  though  the  dollar  amounts  con- 
tinue to  increase,  could  paradoxically  be  viewed  as  favorable  to  longer 
term  U.S.  interest.  This  is  true  because  the  inverse  of  the  European 
Community's  decreasing  percentage  is  the  increasing  percentage  avail- 
able for  other  countries — including  those,  such  as  the  Soviet  Union 
and  China,  from  which  political  concessions  might  be  obtained.  Also, 
because  of  high  world  demand  and  the  increased  diversification  of  U.S. 
buyers  in  recent  years,  United  States-European  Community  agricul- 
tural problems  now  occupy  a  lower  level  of  priority  than  when  large 
grain  surpluses  existed  and  U.S.  farmers  were  concerned  about  access 
to  the  European  Community  through  the  variable  import  levies  of  the 
common  agricultural  policy. 

(2)     NOXMARKET   ECONOMIES 

Recent  grain  trade  with  the  Soviet  Union  and  the  People's  Republic 
of  China  should  be  placed  in  a  special  category.  The  size  of  recent 
Soviet  (and  Chinese)  grain  purchases  is  unprecedented.  As  of  May  5, 
1976,  the  Soviet  Union  had  purchased  16.5  million  tons  of  the  1975  U.S. 
grain  crop.  This  amount,  to  one  buyer,  is  almost  equal  to  all  Canadian 
grain  exports  in  fiscal  year  1974.  The  shortfall  in  the  1975  Soviet  grain 
crop  meant  that  the  Soviet  Union  imported  more  than  31  million  tons 
from  the  developed  market  economies.  Were  this  amount,  equivalent 
to  15  percent  of  a  normal  Soviet  grain  crop,  not  available  from  the 
developed  market  economies,  the  consequences  would  have  been  very 
serious  for  the  Soviet  Union.  The  sheer  size  of  these  needs  could  pro- 
vide the  United  States  with  substantial  diplomatic  leverage  in  its  re- 
lations with  the  Soviet  Union,  if  it  should  choose  to  exercise  it. 

If  the  United  States  were  to  decide  to  use  its  food  power  based  on 
market  control  to  pursue  political  goals  in  addition  to  economic  gain, 
the  issue  would  become  that  of  weighing  the  probable  reaction  of  the 
Soviet  Union  to  a  U.S.  demand  for  linkage  of  grain  shipments  with 
other  concessions.  An  analysis  of  the  strong  negative  response  of  the 
Soviets  to  the  Jackson-Vanik  amendment  to  the  Trade  Act  of  1074 
could  provide  some  indication  of  the  limits  of  this  type  of  linkage 
politics.  While  the  circumstances  surrounding  any  future  use  of 
U.S.  food  power  against  the  U.S.S.R.  would  most  likely  involve  a  dif- 
ferent set  of  conditions,  the  reaction  to  the  Jackson- Vanik  amend- 
ment provides  some  indication  of  the  response  this  country  might  ex- 
pect in  circumstances  short  of  a  general  Soviet  crop  failure. 

In  recent  years,  the  use  of  grain  directly  as  human  food  in  the 
U.S.S.R.  has  been  less  than  50  million  metric  tons  a  year.  When  com- 
pared with  total  Soviet  grain  production  of  from  140  million  to  2.°>0 
million  metric  tons  a  year,  this  leaves  significant  amounts  for  livestock 
feeding  and  other  uses.  And,  it  should  be  noted  that  more  than  half  of 
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the  recent,  large  Soviet  grain  purchases  from  the  United  States  have 
consisted  of  feed  grains.  What  this  means  is  that  if  the  U.S.S.R.  did  nor 
want  to  pay  the  political  price  demanded  by  the  United  States  in  any 
food  power  bargaining  situation,  it  would  calculate  the  costs  mostly 
in  terms  of  reduced  livestock  production.  This  is  a  different  situation 
than  calculating  the  cost  of  failing  to  receive  food  grains  in  terms  of 
human  lives  lost.  It  is  also  a  situation  which,  because  of  past  Soviet 
willingness  to  view  meat  consumption  as  nonessential,  would  present 
greater  problems  to  U.S.  policymakers  in  determining  what  value  the 
Soviets  might  place  on  U.S.  feed  grain  shipments. 

A  further  difficulty  arises  in  assessing  the  relative  importance  of 
grain  imports  to  the  Soviet  economic  system.  Some  American  analysts 
have  argued  that  agriculture  should  be  considered  one  of  the  most 
important  areas  to  the  Soviet  Union,  as  important  as  new  technologi- 
cal developments,  because  it  has  been  one  area  in  which  the  Soviet 
economy  has  consistently  been  unable  to  perform  adequately.  Bv  this 
reasoning,  while  grain  is  not  a  strategic  commodity  by  developed  mar- 
ket economy  standards,  it  is  by  Soviet  standards.  Thus,  if  the  United 
States  were  to  calculate  the  weight  to  be  given  to  U.S.  grain  in  any  ne- 
gotiations with  the  Soviet  Union,  it  should  be  considered  quite  impor- 
tant and  worthy  of  important  concessions  in  return.  The  inverse  of 
this  reasoning,  that  grain  is  of  relatively  low  importance,  could  pro- 
vide a  different  set  of  U.S.  responses.  Paradoxically  it  would  be  possi- 
ble to  use  grain  more  readily  as  a  diplomatic  tool  in  dealing  with  the 
Russians  if  it  were  considered  low  priority.  Then  the  United  State? 
could  threaten  to  decrease  its  shipments  of  grain  at  the  beginning  of 
a  series  of  diplomatic  steps  in  order  to  indicate  U.S.  seriousness  about 
some  issue,  rather  than  later  in  the  series. 

Either  use  or  failure  to  use  agriculture  in  a  bargaining  situation 
with  the  Soviet  Union  would  tend  to  cause  controversy  in  this  country. 
Tf  the  particular  Soviet  policy  response  desired  in  exchange  for  the 
grain  were  obtained,  some  would  claim  that  the  United  States  gave 
away  its  advantage  prematurely  or  too  cheaply.  If,  on  the  other  hand, 
the  Russians  found  the  price  too  high  and  refused  the  deal  by  respond- 
ing in  some  dramatic  fashion,  the  accusation  would  be  made  that  bar- 
gaining over  grain  should  not  have  taken  place  to  begin  with.  And.  if 
the  U.S.  Government  did  not  attempt  to  use  food  power  at  all  it  could 
elicit  charges  of  ineffective  government. 

(3)    THIRD   AXD   FOURTH   WORLD   COUNTRIES 

The  diplomatic  leverage  that  might  be  available  to  the  United  States 
from  its  use  of  food  power  against  most  Third  and  Fourth  World 
countries  is  based  on  food  aid  rather  than  on  market  control.  The 
reason  for  this  is  simple:  Except  for  India,  Bangladesh,  and  perhaps 

Pakistan,  the  total  amounts  of  food  shipped  by  the  United  States  to 

any  one  Third  and  Fourth  World  country  have  been  small  enough  SO 

thai  a  recipient  could  have  obtained  adequate  quant  [ties  elsewhere  had 
i  he  foreign  exchange  1  ecu  available. 

Because  of  I  he  huge  variety  of  U.S.  food  aid  recipients,  it  is  impos- 
sible to  generalize  about  whether  food  aid  food  power  is  likely  to  exist. 
Instead,  it  is  necessary  to  analyze  the  kinds  of  diplomatic  leverage 
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if  any — which  might  become  available  to  the  United  States  as  a  result 
of  the  giving  of  food  aid  to  specific  Third  and  Fourth  World  coun- 
tries in  specific  circumstances. 

For  example,  the  position  of  a  Third  or  Fourth  World  country  dur- 
ing a  drought  or  famine  is  extremely  weak  in  material  terms :  People 
are  hungry  or  actually  starving,  and  the  Government,  for  one  or  more 
reasons,  is  unable  to  provide  enough  food.  However  in  terms  of  its  abil- 
ity to  generate  widespread  international  sympathy  and  support  on 
humanitarian  grounds,  its  position  may  be  fairly  strong.  In  a  set  of 
circumstances  such  as  this,  because  of  the  country's  weak  material  po- 
sition, the  United  States  would  normally  possess  little  or  no  food  aid 
food  power  since  it  would  wish  to  avoid  the  appearance  of  trying  to 
obtain  diplomatic  or  economic  concessions  from  a  country  in  dire 
straits.  Were  these  conditions  to  continue,  however,  the  U.S.  position 
might  change. 

The  case  of  India  during  the  monsoon  failures  of  the  mid-1 960's  pro- 
vides an  excellent  illustration  of  the  influence  of  time  and  circum- 
stances on  the  existence  of  U.S.  food  power.  India  had  experienced 
chronic  food  deficits  over  a  long  period  of  time.  These  deficits  had 
been  significantly  offset  by  continuous  large  U.S.  food  aid  shipments 
which  had  been  provided  with  few  strings  attached.  But,  taking  into 
consideration  the  chronic  nature  of  the  food  shortages  and  the  failure 
of  the  Indian  Government  to  act  to  reduce  them,  the  United  States 
exercised  its  food  power  in  1966  to  draw  the  attention  of  the  Indian 
Government  to  the  need  for  increased  food  production  as  well  as  for 
greater  family  planning  efforts.  This  was  done  first,  by  letting  it  be 
known  that  Public  Law  480  food  shipments  were  not  unlimited.  Then, 
the  U.S.  Government  established  a  policy  of  limiting  future  commit- 
ments of  Public  Law  480  commodities  to  a  short  term.  This  use  of  food 
power  appeared  to  convince  the  Indian  leadership  of  the  necessity  to 
redirect  the  resources  of  that  country  toward  activities  leading  to  in- 
creased food  production  and  improved  storage.  Later  in  1966.  Congress 
amended  the  Food  for  Peace  law  to  include  the  requirement  that  na- 
tions receiving  food  aid  must  establish  self-help  programs  in  these 
areas.1 

The  strength  of  a  Third  or  Fourth  World  country's  claim  to  humani- 
tarian food  aid  can  also  vary  depending  upon  such  factors  as  the  sever- 
ity of  the  natural  disaster,  its  own  efforts  to  solve  the  problem,  and 
the  policies  of  the  central  government  toward  its  agricultural  sector. 
If  Mozambique,  for  example,  following  the  forced  collectivization  of 
its  agriculture,  experienced  severe  food  shortages,  the  strength  of  its 
claim  to  unencumbered  U.S.  food  aid  would  be  low,  compared  to  that 
of  the  Sahel  or  an  area  where  the  food  shortage  was  not  as  directly 
the  result  of  manmade  causes. 

Most  Public  Law  480  food  aid  recipients  are  not  in  the  extreme 
position  of  experiencing  famine  or  drought  conditions,  but  they  still 


1  Section  109(e)  of  Public  Law  480  requires  that  every  title  T  agreement  describe  the 
program  which  the  recipient  country  is  undertaking  to  improve  its  production,  storage,  and 
distribution  of  agricultural  commodities.  Furthermore,  this  section  of  rublic  Law  4S0 
rennires  the  termination  of  the  title  I  agreement  whenever  the  President  finds  that  the 
improvements  are  not  being  adequately  developed. 
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are  economically  unable  to  purchase  all  of  their  food  requirements  in 
the  open  market.  This  creates  a  paradoxical  situation:  if  the  Public 
Law  480  recipients  were  somewhat  richer,  the  United  States  would 
possess  no  food  power  since  the  aid  recipients  would  be  able  to  make 
their  purchases  in  the  open  market  with  no  strings  attached.  There  i<  a 
logic  to  this  situation.  The  assumption  behind  the  provision  of  Public 
Law  48t  »  aid  is  that  the  United  States  wants  to  insure  that  the  food  aid  is 
effectively  used  to  help  increase  food  production  in  the  recipient  coun- 
try. Ir  will  exercise  its  food  power  to  try  to  achieve  this.  But,  as  noted 
earlier,  if  the  recipient  is  experiencing  an  emergency,  it  is  not  con- 
sidered proper  to  attach  major  conditions  to  aid  under  those  circum- 
stances. 

Agricultural  trade  issues  as  well  as  food  aid  policies  are  currently 
significant  in  T^.S.  relationships  with  Third  and  Fourth  World  coun- 
tries. Two  major  points  of  contention  at  this  time  are  the  creation  of 
producer  cartels  following  the  successful  example  of  OPEC  and  de- 
mands in  U.N.  forums  and  elsewhere  for  indexation  of  Third  World 
law  material  prices  to  the  prices  of  their  imports.  Would  U.S.  food 
power  of  either  type  be  effective  here  ? 

On  the  cartel  issue,  even  if  the  U.S.  Government  were  willing  to 
take  over  all  grain  and  soybean  trading  and  establish  strict  anti- 
transshipment  rules,  it  would  probably  be  impossible  to  oppose  suc- 
cessfully any  single  cartel.  Take  OPEC,  for  example.  There  are  only 
11  countries  in  OPEC.  If  the  United  States  were  to  cut  grain  exports 
only  to  those  11,  they  could  obtain  their  relatively  small  grain  needs 
elsewhere.  The  same  thing  might  be  said  about  any  other  single  car- 
tel— whether  composed  of  producers  of  bauxite,  tin,  or  rubber.  Except 
for  a  few  countries  such  as  India,  whose  grain  import  needs  are  large, 
as  the  United  States  halted  its  grain  exports  to  the  particular  cartel 
members,  each  could  move  to  obtain  its  grain  imports  elsewhere.  Also, 
if  the  members  of  the  cartel  were  successful  in  increasing  the  prices 
of  their  product,  they  would  have  increased  foreign  exchange  availa- 
ble to  buy  the  alternate  grain  at  higher  prices. 

On  the  other  hand,  there  a  it  some  possibilities  for  using  U.S.  grain 
exports  to  counter  attempts  at  indexation.  Again,  if  the  U.S.  Govern- 
ment were  willing  to  control  all  grain  exports,  differential  pricing 
could  be  used  when  trading  with  countries  with  indexation  schemes. 
As  they  increased  their  commodity  prices,  the  United  States  could 
increase  it-  grain  prices.  While  the  problem  of  alternative  sources  ex- 
ists, the  use  of  differential  pricing  is  not  as  serious  a  step  as  a  grain 
cutoff.  In  fact,  a  variant  of  differential  pricing  is  already  used  by  the 
Canadians  and  Australians  in  their  current  grain  trading  activities. 
Differentia]  pricing  could  also  be  used  to  put  indirect  pressure  on  the 
indexation  country  or  countries  by  charging  their  allies  higher  prices 
until  the  indexation  scheme  was  abolished.  Finally)  the  threat  to  cre- 
ate a  counter-indexation  arrangement  could  be  a  useful  diplomatic 
tool  to  prevent  the  creation  of  indexation  arrangements  in  the  first 
place.  The  proposil  ion  could  be  put  that  "everyone  plays  by  the  market 
(  more  <>;•  less),  or  no  one  does." 


VII.  U.S.  EXPERIENCES  WITH  TRADE  RESTRICTIONS 

A  fairly  wide  choice  of  policy  possibilities  exists  for  regulating 
trade  in  agricultural  commodities  either  for  strictly  economic  or  for 
economic  and  foreign  policy  reasons.  They  range  from  regulations 
and  limitations  on  various  aspects  of  agricultural  trade  to  complete 
embargoes.  This  chapter  will  examine  the  U.S.  experience  with  two 
of  these  policy  possibilities — the  embargo  and  the  selective  mora- 
torium— as  economic  or  foreign  policy  tools. 

Since  the  end  of  World  War  II  the  United  States  has  imposed  em- 
bargoes on  all  trade  with  the  People's  Republic  of  China.  North 
Korea,  Cuba,  and  more  recently.  Rhodesia.  North  and  South  Vietnam, 
and  Cambodia.  In  the  summer  of  1073,  a  short-term  embargo  on  U.S. 
soybean  exports  to  all  countries  was  instituted,  and  in  the  fall  of  1975, 
grain  sales  to  the  Soviet  Union  and  Poland  were  prohibited  for  a 
period.  The  experiences  with  the  People's  Republic  of  China,  Cuba, 
the  1973  soybean  embargo,  and  the  moratorium  on  grain  sales  to  the 
Soviet  Union  and  Poland  are  presented  here  to  provide  case  studies  of 
the  benefits  and  costs  of  these  policy  alternatives  for  controlling  trade 
in  agricultural  commodities. 

A.  Previous  U.S.  Embargoes  of  Ale  U.S.  Trade 

(1)    THE   PEOPLF/S   REPUBLIC   OF   CHINA 

From  1935  to  1945  the  value  of  U.S.  exports  of  all  nonmilitary  goods 
to  China  was  less  than  $100  million  a  year.  Agricultural  products  were 
the  principal  exports  during  this  period.  The  United  States  was 
almost  the  sole  supplier  of  China's  tobacco,  and  ranked  second  as  a 
supplier  of  cotton,  wheat,  and  flour.  From  19-45  to  1949  the  value 
of  U.S.  exports  increased  to  an  average  $360  million  a  year  simply  be- 
cause of  large  commodity  aid  shipments.  With  the  creation  of  the  Peo- 
ple's Republic  of  China  after  the  victory  of  the  Communists  in  1949.  the 
value  of  U.S.  exports  dropped  to  $83  million  in  1949  and  $45  million 
in  1950.  The  major  U.S.  commoditv  imported  in  both  years  was  cotton  : 
$29  million  worth  in  1949  and  $28  million  worth  in*1950. 

After  the  Communists  came  to  power  in  1949,  the  United  States 
began  to  control  strategic  trade  with  China  more  closely  through  its 
export  licensing  system.  When  Chinese  troops  entered  the  Korean  war 
in  December  1950  the  U.S.  Government  issued  regulations  which 
effectively  froze  Chinese  assets  in  this  country  and  stopped  all  exports 
to  China  and  all  imports  from  China.  In  May  1951 .  the  United  Nations 
General  Assembly  recommended  an  embargo  on  exports  of  all  weapons- 
related  commodities  to  China. 

Most  industrialized  non-Communist  nations  complied  with  the  U.N. 
embargo  until  the  end  of  the  Korean  Avar.  But,  by  1956,  except  for 
those  items  on  the  Western  strategic  export  control  list,  the  Japanese 
and  West  Europeans  began  actively  trading  with  the  Chinese.  The 

(39) 
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United  States  continued  its  embargo  until  July  1969,  when  the  Nixon 
administration  took  the  first  steps  to  restore  contact  with  the  Chinese 
by  allowing  U.S.  residents  abroad  to  purchase  limited  amounts  of 
Chinese  £Oods.  Further  normalization  of  trading  relations  took  place 
in  1970, 1971,  and  in  1972. 

(a)  Impa-ct  of  the  China  embargo 

Foreign  trade  has  never  been  a  major  factor  in  Chinese  economic 
relations.  At  the  time  of  the  imposition  of  the  U.S.  embargo  in  1950, 
total  Chinese  foreign  trade  was  only  $1,210  million,  or  less  than  -Jl_» 
percent  of  its  GXP.  As  noted  previously,  by  then  the  U.S.  portion  had 
fallen  to  $45  million.  Immediately  following  their  consolidation  of 
power,  the  Chinese  Communists  began  to  reorient  their  trade  heavily 
toward  the  Soviet  Union  and  Eastern  Europe.  In  the  1950's,  the  Soviet 
I  Jnion  became  the  primary  trading  partner  of  the  Chinese,  selling  them 
machinery,  manufactured  goods,  and  entire  industrial  installations. 
By  1959,  the  Soviet  Union  alone  accounted  for  45  percent  of  Chinese 
trade,  and  other  Communist  countries  accounted  for  an  additional  20 
percent. 

The  sudden  withdrawal  of  Soviet  technical  assistance  and  equipment 
in  I960  forced  another  complete  change  in  Chinese  trade  policy.  While 
continuing  to  purchase  parts  and  replacements  for  Soviet  industrial 
equipment  and  transportation  machinery,  the  Chinese  began  to  buy 
largely  in  the  West.  From  a  level  of  $800  million  a  year  in  I960, 
( Chinese  imports  from  the  Soviet  Union  were  cut  to  slightly  more  than 
$200  million  in  1965.  Conversely,  purchases  of  goods  from  non-Com- 
munist countries  rose  from  $625  million  in  1960  to  $2.7  billion  in 
1965.  In  addition  in  1961,  China  began  regularly  to  import  large 
quantities  of  grain  each  year.  From  1961  to  1975,  except  for  1969 
and  1971,  the  quantity  of  grain  imported  by  the  Chinese  was  never 
less  than  4  million  tons  a  year.  In  1972  and  1973  over  7  million  metric 
tons  were  imported. 

(b )  Effectiveness  of  the  China  embargo 

It  is  difficult  to  determine  whether  the  U.S.  trade  embargo  had  any 
significant  economic  effect  on  China.  In  the  early  years  of  the  embargo, 
( Jninese  trade  was  quite  limited  and  the  goods  that  the  United  States 
exported  prior  to  the  embargo,  such  as  tobacco  and  raw  cotton,  either 
were  not  critical  to  the  Chinese  or  were  available  elsewhere.  To  the 
Chinese,  the  limited  effects  of  the  embargo  did  not  act  as  an  impedi- 
•  (o  their  industrialization  and  economic  development.  And,  after 
L955-56,  when  West  European  industrialized  countries  began  to  seek 
nut  sales  in  China,  any  potential  loss  of  nonst  rateirie  Western  tech- 
nology was  eliminated.  Trie  deliberate  diversification  in  imports  which 
took  place  after  I960  was  made  easier,  firsl  because  there  was  already 
some  trade  with  non-Communist  industrialized  countries  to  build  on 
and.  second,  because  the  Soviet  Union  did  not  cut  oil'  all  supplies 
of  -pace  parts  and  equipment  as  the  United  States  was  to  do  in  the 
of  Cuba.  After  1961,  except  for  strategic  commodities  and  large 
grain  Imports,  the  Chinese  were  in  a  position  to  purchase  almost  any 
red  equipment  or  commodity  whenever  they  wished.  And  in  the 

early    1900's,    when    the    Chinese    had    a    BerioUS    need    for   grain,   the 

( Canadians  and  the  And  ralians  easily  provided  the  several  million  ton-- 
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that  was  imported  annually.  Since  this  was  a  period  of  large  world 
surpluses  and  depressed  market  prices,  U.S.  competitors  were  more 
than  happy  to  make  such  large  sales. 

(2)    THE  U.S.   TRADE  EMBARGO   OF  CUBA 

Unlike  China,  Cuba's  pre-embargo  economy  was  heavily  dependent 
on  foreign  trade.  Between  1956  and  1966  Cuba's  imports  ranged  from 
22  to  32  percent  of  its  GNP.  Because  of  its  large  investments  in  Cuba 
and  because  of  its  geographic  proximity,  the  United  States  was  Cuba's 
principal  trading  partner,  taking  at  least  half  of  Cuba's  exports  and 
providing  60  to  70  percent  of  Cuba's  imports.  In  the  post- World  War 
II  period,  Cuba  provided  from  30  to  40  percent  of  U.S.  sugar  imports, 
and  in  1958,  the  last  pre-Castro  year,  sugar  accounted  for  78  percent 
of  Cuba's  export  earnings.  The  $543  million  of  U.S.  exports  to  Cuba 
in  1958  were  highly  diversified.  The  largest  single  category,  machinery 
and  vehicles,  totaled  $163  million.  The  next  largest  category,  animal 
and  vegetable  food  products,  came  to  $137  million,  and  textiles  and 
wood  and  paper  came  to  another  $72  million. 

In  January  1959,  Fidel  Castro  became  Prime  Minister  of  a  Cuban 
revolutionary  government.  During  the  following  months  immediate 
steps  were  taken  to  socialize  the  domestic  economy,  and  a  permit  system 
was  established  to  control  the  flow  of  exports.  Following  a  series 
of  anti-U.S.  actions  later  in  1959  and  in  1960,  in  January  1961  the 
United  States  and  Cuba  severed  all  relations  with  each  other;  in 
April  1961  the  Bay  of  Pigs  operation  took  place.  On  February  3, 
1962,  President  Kennedy  issued  a  proclamation  under  the  authority 
of  the  Foreign  Assistance  Act  of  1961,  instituting  a  total  U.S.  trade 
embargo  against  Cuba. 

(a)  Impact  of  the  Cuba  embargo 

By  the  time  the  U.S.  embargo  was  instituted,  the  Cuban  economy  had 
already  been  reoriented  from  reliance  on  trade  with  the  West  to  re- 
liance on  trade  with  Communist  countries.  In  1958,  trade  with  the 
Communist  countries  had  amounted  to  only  $20  million  out  of  a  total 
of  $1.6  billion.  The  next  year,  30  percent  of  total  Cuban  trade  was 
with  the  Communist  countries;  by  1962,  the  last  year  before  the  total 
embargo,  it  rose  to  82  percent.  From  1961  to  1973,  except  for  1  year,  at 
least  two-thirds  of  Cuba's  foreign  trade  was  with  Communist  countries. 

The  U.S.  trade  embargo  had  its  greatest  impact  in  the  first  3  or  4 
years  of  its  existence  when  it  was  supported  by  the  industrialized 
non-Communist  countries  and  the  Latin  Americans.  At  that  time,  the 
embargo  served  to  deny  the  Cuban  economy  replacement  parts  for  its 
predominantly  U.S. -made  industrial  plant,  equipment,  and  vehicles. 
Industrial  and  agricultural  production  and  transportation  were  ad- 
versely affected  during  this  period  because  of  the  lack  of  spare  parts. 
After  1966,  West  European  and  Japanese  producers  of  capital  goods 
and  equipment  began  to  ignore  the  U.S.  embargo.  Bv  1970,  and  perhaps 
somewhat  earlier,  the  U.S.  embargo  of  Cuba  had  been  almost  wholly 
circumvented.  The  Soviets  and  East  Europeans  supplied  oil  and  cer- 
tain types  of  machinery,  the  West  Europeans  and  Japanese  sold  capital 
goods,  and  the  Canadians  provided  grain.  The  Soviet  Union  and  other 
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Communist  countries  took  over  half  of  Cuban  sugar  exports,  gen- 
erally at  prices  much  higher  than  the  world  market  prices;  the  Jap- 
anese took  another  quarter,  and  the  rest  of  the  world  took  the  remain- 
ing 25  percent. 

(b)  Effectiveness  of  the  Cuba  embargo 

While  it  was  not  effective  in  bringing  about  a  change  in  the  Cuban 
Government,  the  embargo  did  serve  several  U.S.  political  ends.  First,  it 
and  a  July  1964  OAS  resolution  served  as  a  focal  point  for  hemispheric 
opposition  to  Cuban  activities.  The  actions  taken  by  Castro  to  export 
his  revolution  made  it  easier  to  maintain  this  unified  opposition. 
Second,  as  long  as  the  other  industrialized  non-Communist  countries 
participated  in  the  embargo,  a  significant  cost  in  lost  trading  oppor- 
tunities was  imposed  on  Cuba.  This  loss  increased  the  burden  on  the 
Soviet  Union  in  its  efforts  to  subsidize  the  Cuban  economy.  Third, 
the  embargo  was  a  nonmilitary  form  of  retaliation  against  the  con- 
fiscation of  U.S.  assets  in  Cuba.  To  date,  some  $1.8  billion  in  out- 
standing private  and  commercial  claims  have  been  recognized  against 
Cuba  by  the  Foreign  Claims  Settlement  Commission. 

The  key  to  the  failure  of  the  embargo  was  the  relative  ease  with 
which  Cuba  could  obtain  its  small  grain,  petroleum,  and  machinery 
imports  from  Communist  and  non-Communist  sources  other  than  the 
United  States,  and  the  willingness  of  the  Soviet  Union  to  underwrite 
Cuban  sugar  exports  at  higher  than  market  prices. 

B.  Recent  U.S.  Controls  on  Agricultural  Exports 

(1)    THE    19  7  3    U.S.   SOYBEAN   EMBARGO 

Large  U.S.  exports  of  soybean  and  soybean  products  have  been  a 
relatively  recent  phenomenon.  In  the  early  1950?s,  these  export^ 
totaled  less  than  $150  million  a  year.  Beginning  in  1955,  the  United 
States  entered  a  period  of  uninterrupted  increases  in  exports  of  soy- 
beans and  soybean  products,  and  by  fiscal  year  1970,  soybeans  were 
the  single  largest  agricultural  commodity,  by  value,  exported  by  the 
United  States.  In  that  year  $448  million  worth  of  soybean  oil  and  meal 
and  $1,072  million  worth  of  whole  soybeans  were  exported.  By  com- 
parison, in  the  same  fiscal  year,  wheat  and  wheat  products  were  valued 
at  &042  million  and  corn  exports  at  $825  million. 

The  1971  and  1973  devaluations  of  the  dollar,  increased  world  de- 
mand due  to  drought  in  Africa,  failure  of  the  rice  crop  in  Southeast 
Asia  and  Korea,  the  decline  in  fish  meal  production  in  Peru,  and  the 
large  Soviet  grain  purchases  in  the  fall  of  1972,  all  combined  to  put 
pressure  on  soybean  prices.  Soybeans  which  were  selling  for  $3.30  a 
bushel  in  July  1972  had  risen  to  $4  a  bushel  by  January  19*8,  continued 
upward  to  $6  in  March  197*°>,  and  in  early  June  went  over  $10  a 
bushel. 

On  June  13,  1973,  President  Nixon  ordered  a  60-day  freeze  oh  all 
U.S.  prices,  but  excluded  unprocessed  agricultural  products  at  the 
farm  level.  At  the  same  time  he  indicated  his  intention  to  request  from 

Congress   more    flexible   export    control    authority    for    food    products. 

promising  his  guiding  policy  would  be  that  the  United  Slates  would 

keep  the  export  commitments  it  bad  made  as  a  nation. 
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On  June  27,  1973,  under  the  authority  of  the  Export  Administra- 
tion Act  of  1969,  the  administration  imposed  an  embargo  on  the  export 
of  soybeans  and  other  oilseed  products  to  all  countries.1  On  July  2,  a 
licensing  system  replaced  the  embargo.  Licenses  were  to  be  issued  for 
only  50  percent  of  the  undelivered  portions  of  contracts  for  soybean 
exports  that  were  valid  as  of  June  13,  1973;  licenses  for  soybean  oil 
cake  and  meal  were  to  be  for  40  percent  of  the  undelivered  contracted 
quantity.  The  license  system  was  eased  on  August  1,  1973,  to  allow 
soybean  exports  on  the  basis  of  100  percent  of  unfilled  orders  reported 
before  June  13.  On  September  21,  1973,  it  was  amiounced  that  the  ex- 
port licensing  system  would  be  abolished  on  October  1  as  the  1973 
soybean  crop  came  onto  the  market.  By  the  end  of  September,  soybean 
prices  had  fallen  to  around  $6  a  bushel. 

(a)  Foreign  consequences  of  the  soybean  embargo 

The  foreign  reaction  to  the  so}^bean  embargo  and  export  licensing 
system  was  immediate  and  overwhelming  negative.  The  Japanese, 
highly  dependent  upon  so}Tbean  products,  were  incensed.  Not  only 
were  open  market  contracts  that  they  had  depended  upon  for  livestock 
feed  abrogated,  but  exports  of  table  quality  soybean  products  from 
Japanese-owned  farms  in  the  American  Midwest  were  reduced  the 
required  50  percent. 

The  consequences  in  the  area  of  agricultural  trade  policy  were 
equally  unfavorable.  The  United  States,  which  for  several  years  had 
been  attacking  protectionism  of  the  European  Community's  Common 
Agricultural  Policy,  had  responded  to  a  tight  domestic  supply  situa- 
tion by  cutting  off  exports  completely  at  first,  then  by  limiting  them 
to  40  or  50  percent  of  the  contracted  amounts.  In  addition,  the  Euro- 
peans and  Japanese  were  able  to  argue  that  in  the  vital  area  of  food 
supplies  the  United  States  was  not  a  reliable  supplier  and  that  its 
future  credibility  as  a  supplier  had  been  severely  weakened. 

A  long  range — and  for  U.S.  soybean  interests  more  serious — foreign 
response  to  'the  embargo  was  the  increased  foreign  interest  and  in- 
vestment in  the  already  rapidly  growing  Brazilian  soybean  industry. 
In  1972,  before  the  embargo,  the  United  States  supplied  92  percent 
of  the  soybeans  moving  in  world  trade.  By  1975,  the  U.S.  share  was 
down  to  67  percent,  primarily  due  to  Brazilian  competition. 

(b)  Domestic  consequences  of  the  soybean  embargo 

The  soybean  embargo  was  imposed  to  prevent  a  domestic  shortage 
of  feed  for  livestock  and  to  reduce  both  feed  and  food  prices  in  the 
United  States.  John  T.  Dunlop,  then  director  of  the  Cost  of  Living 
Council,  stated  that  the  embargo  action  "put  first  the  dinner  table  of 
the  American  consumer." 

U.S.  farm  organizations  opposed  the  use  of 'the  embargo.  All  stressed 
the  disadvantage  to  the  LTnitcd  States  of  breaking  existing  contracts 
with  other  nations  and  forcing  those  buyers  to  locate  new  sources  of 
supply.  They  pointed  out  the  importance  of  agricultural  exports  to 
the  U.S.  balance  of  payments,  to  the  creation  of  jobs  in  Hhe  United 
States,  to  international  efforts  to  reduce  trade  barriers,  and  to  main- 
tain adequate  incentives  for  producers  and  traders  of  agricultural 
commodities. 


1  For  a  description  of  the  Export  Administration  Act,  see  appendix  I,  p.  67. 
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Seymour  Johnson,  Secretary  of  the  American  Soybean  Association, 
testifying  before  the  Senate  Committee  on  Agriculture  and  Forestry 
on  July  11,  1973,  expressed  the  view  that  soybean  farmers  felt  be- 
trayed by  the  sudden  embargo : 

The  administration  used  every  tool  at  its  disposal  to  en- 
courage increased  production  of  soybeans,  and  by  yesterday's 
report  we  have  a  24  percent  increase  in  acreage  for  this  year. 
Once  the  beans  were  planted,  however,  the  administration 
removed  over  50  percent  of  the  market.  Naturally,  the  farmer 
is  tied  to  his  production  commitment  until  after  harvest. 
Therefore,  the  administration's  export  embargo  action  was 
greeted  with  shock  and  complete  dismay  because  it  alienated 
over  50  percent  of  the  soybean  market. 

Ray  Davis,  then  president  of  the  National  Association  of  Wheat 
Growers,  stated  before  the  same  committee  that  the  curtailment  of 
exports  threatened  to  destroy  producer  confidence  in  Government 
policies.  Farmers  found  that  "free  market"  principles  applied  only 
when  supplies  were  excessive  and  prices  low  but  not  when  supplies 
were  tight  and  prices  rising.  Davis  added  that  the  farmer  must  have 
confidence  in  Federal  agricultural  policies;  "incredible  or  unpredict- 
able shifts  in  export  policy  are  strong  deterrents  to  increased 
production." 

The  1972-73  soybean  marketing  year  ended  on  August  31,  1973.  The 
average  farm  price  during  the  marketing  year  was  $4.75  per  bushel. 
The  peak  price  was  $10  per  bushel,  received  by  farmers  in  June  1973. 
Average  monthly  prices  received  by  farmers  around  the  time  of  the 
embargo  were : 

Per  bushel 

April    $6.  14 

May  8. 27 

June 10.  00 

July  6. 60 

August 8.  09 

September   5.  SI 

October 5.  CVA 

November 5. 14 

Prior  to  the  embargo,  farmers  wore  receiving  rising  prices  for  soy- 
beans. The  price  declined  by  one-third  after  the  imposition  of  the  em- 
bargo in  June  107o.  Following  the  announcement  that  the  licensing 
system  would  l>e  eased  to  allow  shipment  of  100  percent  of  unfilled 
orders,  the  price  rose  to  $8.09  per  bushel.  34  percent  over  the  July 
price,  By  September  the  price  had  dropped  below  $6  a  bushel  as  pros- 
3  for  an  abundant  soybean  harvest  improved.  Hie  licensing  system 
was  abolished  in  October  as  foreign  pressures  on  U.S.  supplies 
clined.  By  November,  when  the  new  sovbean  crop  had  been  harvested, 
an  prices  were  approximately  half  those  of  June. 

The  impact  of  the  embargo  on  acreage  planted  in  soybeans  in  1074 
was  modest  although  soybean  acreage  declined  for  the  first  time  in 
L5  years.  Still,  plantings  were  the  second  highest  on  record.  To  what 
extent  t lie  5-percent  decline  in  acreage  planted  can  be  attributed  to  the 
•  and  the  subsequent  decline  in  farm  prices  is  debatable.  Un- 
favorable weather  delayed  planting  in  Borne  areas  of  the  country. 
Late  plantings  because  of  the  wet  weather,  plus  dry  summer  months 
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and  early  autumn  freezes  reduced  soybean  yields.  Total  production  in 
1974  was  1,233  million  bushels,  or  20  percent  below  the  1973  figure. 

(2)    THE    1974    AND    19  75    SOVIET   AND   POLISH   GRAIN    SALE   MORATORIUMS 

Under  the  authority  of  the  Agriculture  and  Consumer  Protection 
Act  of  1973  the  U.S.  Department  of  Agriculture  had  required  the  daily 
reporting  of  all  grain  sales  for  export  over  100,000  tons  within  24  hours 
of  their  completion.  In  early  October  1974,  the  administration  dis- 
covered through  this  reporting  system  that  2  grain  companies  had 
sold  3  million  tons  of  wheat  and  feed  grains  to  the  U.S.S.R.  On  the 
grounds  that  U.S.  supplies  were  tight  and  the  ultimate  size  of  the  U.S. 
corn  crop  was  still  in  doubt,  President  Ford  and  other  members  of 
the  administration  intervened  and  convinced  the  grain  dealers  to  stop 
the  sales  "voluntarily." 

On  October  7,  1974,  the  administration  instituted  a  prior  approval 
system  for  exports  of  soybeans  and  grain.  The  system  required  notifi- 
cation and  prior  approval  for  all  sales  over  50,000  tons  to  any  country 
in  a  single  day,  or  over  100,000  tons  to  any  country  in  a  single  week. 
Later  that  month,  Secretary  of  the  Treasury  Simon  renegotiated  a 
smaller  grain  sale  to  the  U.S.S.R.  The  prior  approval  system  was 
terminated  in  March  1975,  but  the  export  reporting  system  remained 
in  effect. 

On  June  9, 1975,  the  U.S.  Department  of  Agriculture  issued  the  first 
of  what  was  to  become  a  series  of  downward  revisions  of  projected  1975 
Soviet  grain  production.  By  late  July,  the  Soviets  had  purchased  over 
9  million  tons  of  grain  in  a  number  of  separate  transactions.  On  July 
24,  the  prior  notification  system  was  reinstituted.  Because  of  continu- 
ing uncertainty  as  to  the  size  of  the  U.S.  corn  crop  and  the  Soviet 
grain  harvest,  on  August  3,  1975,  Secretary  of  Agriculture  Earl  Butz 
announced  a  "hold''  on  further  sales  to  the  Soviet  Union.  This  informal 
"hold"  was  to  be  lifted  after  the  August  11  crop  report  was  issued  but 
was  extended  for  an  unspecified  period  because  of  fears  that  the 
drought  in  the  Midwest  would  substantially  decrease  the  U.S.  corn 
crop. 

On  August  18,  the  embargo  became  tied  with  U.S.  labor  problems  as 
American  longshoremen  refused  to  load  grain  already  purchased  by 
the  Soviet  Union  unless  the  administration  formulated  a  new  grain 
export  policy  that  protected  the  American  consumer  and  the  American 
shipping  industry. 

On  September  9,  following  negotiations  with  AFL-CIO  President 
George  Meany,  President  Ford  announced  his  intention  to  try  to  nego- 
tiate a  long-term  agreement  with  the  Soviet  Union  on  grain.  At  the 
same  time,  he  extended  the  embargo  on  grain  sales  to  the  Soviet  Union 
until  mid-October.  The  longshoremen  agreed  to  return  to  work  loading 
grain  already  purchased  by  the  Soviets. 

On  September  10,  without  any  public  announcement,  the  XLS. 
State  Department  requested  through  the  Polish  Embassy  in  Washing- 
ton that  Poland  suspend  any  planned  grain  purchases  in  the  United 
States.  Up  to  that  time,  the  Poles  had  purchased  1.9  million  tons  of 
grain  from  the  1975-76  crop.  On  September  29,  1975,  Secretary  Butz 
and  Polish  Agriculture  Minister  Barcikowski  completed  discussions 
on  a  long-term  understanding  that  was  to  be  signed  in  November.  On 
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October  10,  following  U.S.  Department  of  Agriculture  estimates  of 
record  wheat  and  corn  crops.  President  Ford  announced  the  lifting  of 
the  embargo  on  grain  sales  to  Poland.  Ten  days  later,  the  President 
announced  the  signing  of  a  5-year  grain  agreement  with  the  Soviet 
Union  and  the  lifting  of  the  moratorium.  On  October  24.  1975,  grain 
sales  to  the  Soviet  Union  resumed  after  an  11- week  suspension. 

Under  the  long-term  understanding,  Poland  agreed  to  purchase  2.5 
million  tons  of  wheat  and  corn  each  year  for  5  years.  This  amount 
would  be  allowed  to  fluctuate  20  percent  from  year  to  year  depending 
on  Polish  import  requirements  and  the  size  of  the  U.S.  grain  harvest. 

The  long-term  U.S.-U.S.S.R.  agreement  concerned  wheat  and  corn 
purchased  for  shipment  after  October  1,  1976 — slightly  less  than  1 
year  after  the  signing  of  the  document.  Under  the  agreement,  the 
Soviet  Union  promised  to  purchase,  at  market  prices,  a  minimum  of 
P>  million  tons  of  wheat  and  corn  a  year  for  each  of  5  years.  The  agree- 
ment permits  the  Russians  to  purchase  an  additional  2  million  tons  a 
year  without  further  government-to-government  consultations.  If  the 
estimated  total  U.S.  grain  supply  were  to  fall  below  225  million  tons 
in  any  crop  year,  the  United  States  could  reduce  the  quantities  avail- 
able for  export  under  the  agreement. 

(a)  Foreign  consequences  of  the  197^-75  grain  sale  moratoriums 

Prior  to  the  moratorium,  the  Soviet  Union  had  purchased   10.3 

million  metric  tons  of  U.S.  grains.  Of  the  total.  4.5  million  metric  tons 

wheat :  the  rest  was  feed  grains.  After  the  moratorium  was  lifted, 

the  U.S.S.R.  purchased  an  additional  5.8  million  metric  tons  of  feed 

grains. 

During  the  period  of  the  moratorium,  the  Soviet  Union  continued 
to  purchase  grain  in  other  markets.  U.S.  grain  farmers  complained 
that  other  nations  benefited  from  the  higher  market  prices  during  the 
moratorium  and  that  it  was  only  after  Soviet  demand  had  cooled  that 
the  U.S.  Government  would  allow  additional  purchases.  It  is  estimated 
that  the  U.S.S.R.  bought  7.1  million  metric  tons  of  grain  elsewhere 
during  the  moratorium. 

U.S.  sales  of  wheat  and  corn  for  export  to  other  nations  continued 
during  the  moratorium  on  sales  to  the  U.S.S.R.  In  fact,  the  largest 
quantity  of  wheat  reported  for  export  in  any  one  month  during  1075 
occurred  during  the  moratorium.  Reported  corn  sales  for  export 
reached  their  peak  the  month  after  the  removal  of  the  moratorium. 

Practically  all  of  the  controversy  generated  by  the  hold  on  sales 
to  Poland  and  the  Soviet  Union  involved  domestic  U.S.  participants 
I  r.S.  farm  groups  opposed  both  the  moratorium  and  the  boycott  action 
of  the  longshoremen  as  unacceptable  interventions  in  the  operation  of 
the  market.  Probably  because  the  restrictions  affected  only  the  Soviet 
Union  and  Poland,  there  was  no  major  reaction  or  opposition  from 
the  Japanese  or  West  Europeans.  Evidently  it  was  felt  that  this  was  a 
legit  Imate  step  for  the  I  Fnited  States  to  take,  mainly  because4  the  target- 
were  nonmarket  economies.  While  the  point  wasnoi  immediately  ra  I 
by  foreigners,  the  grain  moratorium,  like  lie1  soybean  embargo,  mav 

mala'  it  more  difficult  for  the  T  nited  Slates  to  maintain  a  strong  por- 
tion in  the  Multilateral  Trade  Negotiations  underway  in  Geneva  on 
proposals  to  insure  world  ac<   &  to  raw  materials. 
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(b)  Domestic  consequences  of  the  197^-75  grain  sale  moratoriums 

The  1975  moratorium  on  grain  sales  to  the  U.S.S.R.  and  Poland 
evoked  strong  negative  domestic  reactions.  U.S.  farmers  claimed  that 
the  3-month  moratorium  cost  them  an  estimated  $1  billion  in  grain 
sales,  and  perhaps  another  $1  billion  in  storage  costs.  Farm  spokesmen 
pointed  out  that  although  the  Export  Administration  Act  provided 
legal  authority  for  export  control,  the  act  was  not  used  by  the  Presi- 
dent.2 For  this  reason  the  National  xlssociation  of  Wheat  Growers 
(XAWG)  contended  that  the  moratorium  and  negotiation  of  the  U.S.- 
U.S.S.R.  grain  agreement  were  illegal  and  should  be  challenged  in  the 
courts. 

The  argument  of  the  grain  farmers  was  that  in  response  to  the 
Department  of  Agriculture's  plea  for  all-out  production  they  had 
planted  "fence  to  fence,"  only  to  find  their  bountiful  harvest  cut  off 
from  a  large  buyer,  the  Soviet  Union.  They  also  recalled  with  bitter- 
ness the  statements  of  President  Ford  when  he  vetoed  the  farm  price 
support  bill  on  May  1, 1975 : 

This  year,  despite  very  trying  circumstances,  most  farmers 
are  again  seeking  full  production.  They  have  my  support  for 
a  vigorous  export  policy  for  their  products.  I  recognize  that 
agricultural  exports  have  been  restrained  twice  in  the  past  2 
years.  We  have  now  eliminated  all  restrictions  on  exports  and 
we  are  determined  to  do  everything  possible  to  avoid  imposing 
them  again.  Our  farm  products  must  have  unfettered  access 
to  world  markets. 

Farmers  felt  it  unfair  that  they  were  denied  assurances  of  an  adequate 
minimum  price  and  then  were  denied  the  chance  to  take  advantage  of 
high  world  prices. 

The  American  Farm  Bureau  called  the  moratorium  "capitulation  to 
political  backmail."  The  XAWG  labeled  it  "a  political  step  motivated 
by  price  levels  and  supply  levels."  The  National  Grange  stated  that  the 
voluntary  moratorium  "slapped  the  lid  on  such  sales  just  as  effectively 
as  an  embargo  on  exports." 

When  members  of  the  International  Longshoremen's  Association 
refused  to  load  grain  on  ships  bound  for  the  U.S.S.R.,  the  farm 
community  was  particularly  irate.  Spokesmen  for  wheat  producers 
ridiculed  the  claim  that  the  longshoremen's  action  was  designed  to 
prevent  inflationary  food  prices  in  the  United  States.  The  NAWG 
argued  that  "the  public  should  not  be  fooled  into  thinking  that  the 
longshoremen  are  protecting  its  interest  *  *  *  the  loading  refusal  is 
being  used  as  leverage  to  seek  inflationary,  self-interest  concessions 
out  of  the  Government  which  will  significantly  boost  consumer  costs." 
Groat  Plains  Wheat,  a  federation  of  eight  State  wheat  grower  associa- 
tions, claimed  that  the  boycott  was  an  effort  to  obtain  an  increase  in  the 
cost-of-living  clause  for  labor,  a  substantial  contributor  to  inflation. 
In  an  effort  to  remove  misunderstandings  about  the  sales,  the  Agricul- 
ture Council  of  America  established  a  toll-free  "hot  line"  to  put  rank 
and  file  AFL-CIO  members  in  touch  with  farmers  to  discuss  the 
importance  of  grain  exports  and  the  relationship  of  the  boycott  to 
agriculture. 


2  See  appendix  I,  p.  G7. 
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In  August  1975.  President  Ford  called  for  cool  tempers  and  negotia- 
tions to  settle  the  longshoremen's  boycott.  In  early  September  Don 
Woodward,  president  of  NAWG,  warned  the  President  that  farmers 
would  "cool  it"  only  so  long.  He  added,  "now  we  have  the  unions 
usurping  the  power  of  the  Government  by  illegally  and  unjustifiably 
calling  for  workers  to  boycott  ships  loading  grain  sales  to  the  U.S.S.R.*' 

Farm  groups  were  further  angered  by  the  extension  of  the  embargo 
into  October  despite  the  September  11  crop  report  showing  an 
abundant  supply  of  wheat,  corn,  and  soybeans.  Farmers  felt  that  the 
report  effectively  silenced  any  arguments  or  economic  justification  for 
the  moratorium.  In  their  view,  its  extension  could  be  seen  only  as 
political  capitulation  to  union  demands. 

Extension  of  the  moratorium  to  cover  grain  sales  to  Poland  drew 
strong  language  from  farm  leaders.  Tony  Dechant.  president  of  the 
Xational  Farmers  Union,  accused  the  Government  of  forcing  a  "price 
bust"  and  concluded  "the  market  is  free  only  on  the  way  down." 
Woodward  of  NAWG  labeled  the  ban  on  Polish  sales  a  "double  double- 
cross  of  wheat  producers." 

"When  President  Ford  announced  the  terms  of  the  U.S.-U.S.S.R. 
grain  trade  agreement  on  October  20,  he  hoped  that  farmers  would 
be  pleased!  The  Soviet  Union  would  now  become  a  steady  customer, 
buying  6  to  8  million  metric  tons  of  grain  each  year  for  5  years.  But 
farm  groups,  except  for  the  Xational  Grange,  were  not  pleased.  As 
Woodward  of  NAWG  stated,  "producers  view  the  agreement  as  a 
restrictive  document  which  formalizes  Government  controls  on  exports 
to  the  U.S.S.R  for  the  next  5  years."  He  added  that  producers  were 
skeptical  over  the  terms  of  the  agreement  and  doubtful  about  its 
benefits.  A  spokesman  for  Great  Plains  Wheat  indicated  that  the 
agreement  was  more  in  the  interests  of  the  Soviets  than  the  Americans. 
The  Xational  Farmers  Union  called  the  agreement  the  very  opposite 
of  an  agreement  to  sell  grain:  it  labeled  it  a  "svstem  of  permanent 
export  controls  on  grain  to  keep  American  farmers'  prices  down." 
for  the  next  5  years.  In  contrast,  the  maritime  agreement  with  the 
U.S.S.R.,  NFTJ  noted,  gave  the  union  a  freight  rate  significantly 
higher  than  the  current  market  price,  a  price  equivalent  to  300  percent 
parity  for  freight  rates. 

Angered  by  the  moratorium  and  grain  agreement,  farm,  groups 
began  to  organize  for  action.  The  NAWG  retained  the  services  of  fl 
law  firm  to  investigate  the  legal  aspects  of  Presidential  power  to  limit 
exports,  and  to  make  an  analysis  of  recent  Presidential  action  in  light 
of  existing  legislation.  Meanwhile,  other  farm  groups  were  engaging 
in  holding  actions.  North  Dakota  grain  farmers  agreed  to  stage  a 
symbolic  10-day  moratorium  of  grain  sales  to  demonstrate  their 
frustration.  In  Minnesota,  members  of  the  American  Farm  Bureau. 
National  Fanners  Union,  and  National  Farmers  Organization  agreed 
to  work  together  to  formulate  policy  and  to  take  joint  action  on  mutual 
interests  such  a.-  grain  export  conl  rols. 

Some  farm  groups  proposed  amendments  to  the  [Export  Adminis- 
tration Act  which  was  to  expire  on  September  30,  r.>7»',.  NAWG  amend- 

•  would  outlaw  prior  approval  for  export  sales  of  grain,  would 
require  Senate  approval  of  long-term  grain  sales  agreements,  and 
would  forbid  the  President  to  curtail  or  prohibit  exports  unless  the 
Secretary  of  Agriculture   found  supplies  inadequate   for  domestic 
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needs.  The  Secretary  would  be  required  to  publish  a  notice  in  the 
Federal  Register  and  take  public  testimony,  including  farm  testimony, 
before  making  such  a  finding.  The  National  Farmers  Union  proposed 
an  amendment  that  would  prohibit  the  President  or  the  Secretary  of 
Agriculture  or  Commerce  from  stopping  farm  exports  any  time  that 
prices  received  by  farmers  were  below  110  percent  of  parity. 

TVnen  the.  first  U.S.  sales  to  the  Soviet  Union  were  announced  in 
July  1975,  U.S.  farmers  were  receiving  an  average  price  of  $3.33  per 
bushel  for  wheat  and  $2.72  per  bushel  for  corn.  At  the  time  of  Secre- 
tary of  Agriculture  Butz'  request  to  withhold  further  sales,  prices 
had  risen  to  $3.89  a  bushel  for  wheat  and  $2.95  a  bushel  for  corn.  The 
price  of  wheat  peaked  in  August  at  $4.11  per  bushel.  After  the  mora- 
torium ended  in  October,  U.S.  farmers  found  their  prices  had  declined 
to  $3.58  per  bushel  for  wheat  and  $2.33  pqv  bushel  for  corn.  The 
monthly  average  prices  per  bushel  received  by  farmers  around  the 
time  of  the  moratorium  were  : 

Wheat  Corn 

May  1975 

June 

July 

August 

Seotember 

October 

November 

December 

It  is  difficult  to  say  exactly  how  much  of  the  decline  in  farm 
prices  was  due  to  usual  market/harvest  fluctuations  and  how  much 
to  the  grain  moratorium.  Farm  prices  usually  fall  at  harvest  time. 
This  explains  the  low  price  for  wheat  in  June,  for  example.  It  is 
interesting  to  note,  however,  that  the  highest  farm  prices  for  both 
wheat  and  corn  were  received  during  the  period  of  the  moratorium. 
Although  the  rise  in  price  that  occurred  prior  to  the  release  of  the 
crop  report  of  September  11  can  be  explained  partially  bv  uncer- 
tainty about  supply,  it  is  also  likely  that  traders  continued  heavy 
buying  in  anticipation  of  the  end  of  the  hold  on  sales. 

C.  Effectiveness  of  Previous  Limitations  ox  U.S.  Exports 

Of  the  various  U.S.  actions  which  have  been  discussed  above, 
only  the  1974  and  1975  Soviet  grain  moratoria  could  be  termed 
generally  successful.  In  the  fall  of  1974,  the  administration  was 
able  to  renegotiate  the  Soviet  purchase  of  grain  to  meet  U.S.  per- 
ceptions of  what  was  appropriate  in  terms  of  U.S.  prices  and  sup- 
plier The  use  of  the  moratorium  in  1975.  regardless  of  whether  its  basis 
was  concern  over  the  size  of  the  corn  crop  or  the  activities  of  the  long- 
shoremen, provided  the  U.S.  Government  with  a  tool  to  prepsuro 
the  U.S.S.R.  into  an  agreement  to  indicate  the  size  of  their  long- 
term  grain  purchases  sufficiently  in  advance  for  the  United  States 
to  take  these  purchases  into  consideration  in  production  and  market- 
ing planning.3  More  particularly,  the  administration,  including  Agri- 


3  Thorp  is  evidence  that  the  U.S.S.R.  had  soupht  a  loner-term  agreement  for  some  time  and 
thnt  the  United  States  agreed  only  when  forced  in  that  direction  hy  domestic  pressures. 
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culture  Secretary  Butz.  finally  negotiated  a  purchase  guarantee  that 
would  support  another  6  to  S  million  tons  a  year  of  U.S.  grain 
production — a  point  supposedly  favorable  to  U.S.  farm  interests. 
While  many  U.S.  farm  groups  were  opposed  to  the  moratoria. 
the  general  response  in  the  United  States  and  foreign  press  was 
supportive  of  this  action  in  dealing  with  the  Soviet  Union  and  Po- 
land. Tli is  response,  or  at  least  the  lack  of  a  more  unfavorable  re- 
sponse, lends  support  to  the  contention  that  the  use  of  food  as  a 
diplomatic  tool  against  the  nonmarket  economies  would  be  at  least 
tolerated  by  the  most  political  groups  in  this  country  and  actually 
welcomed  by  few  others. 

On  the  other  hand,  because  of  the  small  contribution  of  foreign 
trade  to  the  Chinese  economy  and  the  even  lower  share  provided  by 
the  United  States,  the  total  embargo  of  China  prior  to  1969  cannot 
be  described  as  successful  in  any  economic  sense.  The  task  was  too 
large,  the  leverage  available  much  too  small,  and  adequate  alternative 
sources  too  readily  available  from  the  outset.  Its  effectiveness  politi- 
cally is  also  open  to  question  since  by  1950  most  U.S.  allies  were 
actively  seeking  to  trade  with  the  Chinese  and  the  embargo  policy 
acted  as  a  point  of  friction  between  this  country  and  its  allies. 

The  embargo  of  Cuba  was  more  effective  than  that  of  China.  Be- 
cause of  Cuba's  earlier  reliance  on  the  United  States  as  a  trading 
partner  and  because  of  the  large  amounts  of  U.S.  equipment,  machin- 
ery, and  vehicles  already  in  Cuba,  the  embargo  did  impose  signifi- 
cant economic  costs  on  Cuba  during  the  first  years  of  its  existence. 
Tn  addition,  as  a  political  rallying  point  for  the  OAS.  the  embargo 
in  its  early  years  could  be  considered  successful.  However,  with  the 
passage  of  time  Cuba,  like  China,  began  to  trade  with  most  nations, 
including  U.S.  allies,  and  the  political  and  economic  benefits  of  the 
embargo  declined.  Exactly  when,  and  if.  the  costs  of  the  embargo 
exceeded  benefits  is  a  question  that  must  remain  unanswered. 

For  both  the  Chinese  and  Cuban  embargoes,  the  role  of  XLS.  agri- 
cultural trade  was  not  a  critical  element  in  determining  the  effec- 
tiveness of  the  embargoes.  "Whatever  damage  was  inflicted  through 
the  embargoes  was  done  through  the  totality  of  the  actions  taken — 
and  with  Cuba  specifically  through  the  loss  of  spare  parts  and  ma- 
chinery. To  generalize,  one  should  not  expect  to  be  able  to  exert 
significant  diplomatic  pressure  through  the  denial  of  commodities 
that  are  not  really  crucial  to  the  recipient  at  the  time  of  their  denial. 

Of  the  attempts  at  controlling  exports  discussed  here,  probably 
the  most  damaging  to  U.S.  long-term  foreign  policy  and  economic 
interests  was  the  197.°>  soybean  embargo.  While  the  concern  of  the 
administration  over  the  domestic  implications  of  the  soybean  price 
increases  may  have  been  genuine  and  well  founded,  it  is  difficult  to 
balance  this  concern  with  the  extremely  negative  impart  on  U.S. 
economic  and  political  relations  with  the  Europeans  and  Japanese. 
This  negative  impact  highlights  the  fact  that  the  embargo  was  im- 
posed for  U.S.  domestic  reasons.  Tt  was  not  intended  as  a  foreign 
policy  tool  and.  in  light  of  the  strong  negative  foreign  reaction 
to  it.  probably  would  not  have  been  proposed  as  n  foreign  policy 
tool  under  the  circumstances.   In  one  sense,  however,  the  reaction 
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of  the  developed  market  economy  countries  to  the  embargo  was  itself 
a  recognition  of  the  existence  of  U.S.  market  control  food  power. 
For  the  United  States  to  support  the  levels  of  wheat,  feed  grain, 
and  soybean  exports  that  it  presently  does,  its  strategy  must  be  to 
develop  new  markets  and  to  keep  existing  markets  by  maintaining 
its  reputation  as  a  reliable  supplier.  The  soybean  embargo  directly 
attacked  the  second  element  of  that  strategy.  In  addition,  as  noted 
in  chapter  VI,  exercising  market  control  food  power  against  devel- 
oped market  economies  may  result  in  attempts  to  locate  and  develop 
alternate  sources  of  supply.  This  has  happened  with  Brazilian  soy- 
beans. Finally,  because  the  nations  affected  by  the  soybean  embargo 
were  also  GATT  members,  its  occurrence  will  seriously  weaken  U.S. 
efforts  to  attack  agricultural  trade  limitations  by  other  countries— 
particularly  the  European  Community. 

D.  Costs  axd  Benefits  of  Loxg-Term:  Supply  Agreements 

As  previously  noted,  since  the  beginning  of  1975,  the  administra- 
tion has  concluded  a  formal  long-term  supply  agreement  with  the 
Soviet  Union,  an  understanding  with  Poland,  and  an  "informal'' 
agreement  with  Japan.4  Because  the  potential  impact  of  this  form 
of  trade  arrangement  is  significant,  some  attention  should  be  given 
to  its  impact  on  the  U.S.  economic  and  political  relations.  What  are 
the  costs  and  benefits  of  long-term  supply  agreements? 

On  the  benefits  side  of  the  equation,  in  the  case  of  the  Soviet  Union, 
the  agreement  to  purchase  a  minimum  of  6  million  tons  of  grain  a  year 
will  provide  a  figure  for  U.S.  farmers  and  livestock  growers  to  factor 
into  their  supply  availability/price  calculations.  The  dislocations 
caused  by  the  massive  Soviet  purchases  in  1  year  and  none  the  next 
may  be  remedied  to  a  great  extent.  Also,  the  administration  can  argue 
that  the  agreements  and  understandings  provide  the  underpinnings  for 
high  farm  incomes  and  for  keeping  unit  costs  down  because  of  large 
and  long  production  runs.  The  225-million-ton  minimum  U.S.  crop  fig- 
ures and  the  consultation  requirement  may  tend  to  make  grain  prices 
and  output  levels  less  unstable.  For  the  Poles  and  the  Soviets,  the  ar- 
rangements will  mean  an  end  to  incidents  such  as  the  1974  grain  sale 
"renegotiation"  or  the  1975  grain  sale  "moratorium."  For  the  Japanese, 
the  informal  agreement  can  be  seen  as  a  means  to  avoid  any  repetition 
of  the  type  of  dislocation  that  followed  the  1973  soybean  embargo.  For 
all  three  countries,  the  arrangements  provide  a  guaranteed  or  expected 
minimum  of  U.S.  commodities  that  they  may  purchase.  Finally  it  could 
also  be  argued,  despite  the  demise  of  the  term  "detente"  in  the  heat  of 
the  1976  Presidential  primaries,  that  the  grain  agreements  serve  as  an- 
other tie  between  the  United  States  and  the  Soviet  Union  in  the  net- 
work of  arrangements  between  the  two  countries  that  detente  is  sup- 
posed to  foster. 

A  At  the  time  of  the  visit  to  the  United  States  of  the  Japanese  Agriculture  Minister  in 
August  1975,  U.S.  Secretary  of  Agriculture  Earl  Butz  announced  that  the  two  countries 
had  reached  "an  understanding"  that  the  United  States  would  make  available  to  the  .Ta pa- 
nose at  least  14  million  tons  of  soybeans  and  grains  a  rear  for  each  year  of  the  next  S  years. 
The  14  million  tons  is  to  be  composed  of  8  million  tons  of  feed  grains,  3  million  tons  of  wheat 
and  3  million  tons  of  soybeans.  The  Japanese,  on  their  part,  promised  to  purchase  t tie 
commodities  made  available. 
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There  are,  however,  several  negative  aspects  of  long-term  agree- 
ments. First,  in  the  case  of  the  Soviet  Union,  the  agreement  appears  to 
give  a  higher  priority  to  a  recent,  and  previously  very  disruptive,  pur- 
chaser than  to  other  buyers.  While  the  long-term  agreement  does  not  ex- 
plicitly give  that  nation  a  priority,  the  agreement  could  result  in  pref- 
erences for  that  nation  during  any  future  period  of  shortages.  Other 
nations  that  might  be  excluded  could  be  traditional  U.S.  allies  with 
longstanding  ties  to  this  country  and  a  dependence  on  U.S.  agricul- 
tural exports.  Second,  the  inverse  of  the  argument  that  long-term 
agreements  stabilize  prices  is  that  they  keep  prices  artificially  high. 
The  less  developed  countries  are  concerned  about  both  of  these  aspects 
since  they  are  usually  at  the  end  of  the  purchase  line  (or  receiving 
Public  Law  480  commodities  which  would  be  reduced  in  tight  markets 
by  the  need  to  service  prior  commitments).  If  they  are  in  the  com- 
mercial market  they  would  suffer  from  higher  prices.  In  addition,  in 
the  case  of  the  Soviet  Union,  the  long-term  agreement  provided  a 
kind  of  guaranteed  export  level  below  which  the  United  States  can- 
not easily  exert  diplomatic  pressure.  In  the  absence  of  the  agreement, 
if  the  Soviet  Union  wanted  grain  and  the  United  States  wanted  cer- 
tain political  or  economic  concessions,  the  bargaining  could  start  at 
zero  tons.  With  the  agreement,  the  bargaining  starts  at  8  million  tons. 
Finally,  some  argue  that  long-term  agreements  and  the  privileged 
access  they  offer  are  distortions  of  the  allocative  function  performed 
by  the  market. 


VIII.  INTERRELATIONSHIP  BETWEEN  U.S.  TRADE  POL- 
ICY AND  GROWTH  OF  U.S.  AGRICULTURAL  EXPORTS 

Agricultural  trade  policj^  around  the  world  lias  generally  been  char- 
acterized by  a  high  degree  of  protectionism.  Until  the  last  decade,  U.S. 
agricultural  trade  policy  had  been  no  different  in  this  respect.  U.S. 
policy  reflected  the  small  portion  of  U.S.  export  trade  represented  by 
agriculture  and  the  substantial  competition  from  imports.  More  re- 
cently agriculture  has  become  a  major  component  of  U.S.  exports,  and 
U.S.  agricultural  trade  policy  has  changed  accordingly. 

Following  the  World  War  I  boom  in  domestic  and  overseas  demand, 
agriculture  in  the  United  States  entered  a  period  of  severe  depression 
that  lasted  well  past  the  entry  of  this  country  into  World  War  II. 
Agricultural  trade  declined  along  with  agricultural  production.  LT.S. 
agricultural  exports  fell  from  $3.8  billion  in  fiscal  year  1920  to  $1.9 
billion  in  fiscal  year  1922.  From  fiscal  year  1922  to  fiscal  year  1930, 
agricultural  exports  averaged  only  $1.7  billion  a  year.  In  the  aftermath 
of  the  Great  Depression,  U.S.  agricultural  exports  fell  even  more. 
Trade  in  agricultural  commodities  averaged  less  than  $750  million  a 
year  for  the  1935-39  period,  with  cotton  at  $138  million  a  year  and 
tobacco  at  $128  million  a  year  comprising  the  major  commodities  ex- 
ported. As  an  example  of  the  decline  in  exports  during  this  time,  the 
U.S.  share  of  world  wheat  exports  fell  from  22  percent  in  the  period 
1 924-28,  to  8  percent  in  the  1931—38  period.  Grain  exports  averaged  less 
than  $100  million  a  year  during  this  period  and  soybean  oils  and  fats 
exports  averaged  even  less  at  $29  million  a  year.  For  the  1935-39  pe- 
riod, the  United  States  was  the  fourth  largest  exporter  of  wheat  in 
the  world,  averaging  some  40  million  bushels  a  year.  This  was  far 
behind  Canada's  139  million  bushels,  Argentina's  119  million  bushels, 
and  Australia's  104  million  bushels. 

From  the  beginning  of  World  War  II  into  earlv  1945,  LT.S.  grain 
supplies  could  be  characterized  as  adequate  for  U.S.  needs  but  with 
little  left  over  for  aid  or  trade.  Illustrative  of  this  is  the  small  contri- 
bution that  U.S.  wheat  exports  made  to  the  allied  war  effort  in  the 
early  years  of  the  war.  In  1943,  for  example,  the  U.S.  portion  of  United 
Nations  exportable  supplies  of  wheat  and  flour  was  only  4  percent 
of  the  total.  It  was  only  after  1945  that  U.S.  exports  of  grain  again 
became  a  significant  portion  of  U.S.  agricultural  trade,  and  only  after 
1953  did  soybeans  become  a  major  export  item. 

Beginning  in  1947-48  the  United  States  began  to  experience  con- 
tinuous grain  overproduction,  surpluses  and  falling  grain  prices. 
However,  through  the  continuation  of  various  aid  programs  the  export 
market  took  significant  proportions  of  domestic  U.S.  production.  By 
1953,  for  example,  exports  as  a  percentage  of  U.S.  production  were  66 
percent  for  rice,  48  percent  for  wheat  and  wheat  products,  and  45  per- 
cent for  grain  sorghums.  While  grain  and  soybean  export  levels  had 
been  rising  irregularly  prior  to  1956-57,  after  this  period  they  ceased 
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fluctuating  greatly  and  began  a  continuous  rise.  For  several  years  the 
main  impetus  for  the  increase  in  wheat  exports  was  the  Public  Law 
480  program,  but  over  time  commercial  sales  became  the  main  ele- 
ment in  the  growth  of  agricultural  exports.  However,  it  must  be  kept 
in  mind  that  while  grain  and  soybean  export  levels  rose  steadily  after 
fiscal  year  1956,  it  was  only  after  fiscal  year  1970  that  total  ILS.  agri- 
cultural exports  exceeded  $6  billion  a  year,  and  it  was  even  more 
recently,  in  fiscal  year  1972,  that  the  $10  billion  mark  was  reached.  I  F.S. 
agricultural  trade  policy  has  in  large  part  reflected  the  many  years  of 
low  exports  and  high  import  competition  and  only  recently  has  re- 
flected U.S.  domination  of  world  grain  and  soybean  markets. 

A.  Legislation  Affecting  Commercial  Agricultural  Exports 

As  a  response  to  the  onset  of  the  severe  post-World  War  I  agricul- 
tural depression,  the  Tariff  Act  of  1921  provided  for  tariffs  on  virtually 
all  domestic  farm  products.  The  Smoot-Hawley  Tariff  of  1930  fixed 
tariff  rates  at  even  higher  levels.  At  times  during  the  Great  Depression, 
specific  tariffs  on  certain  agricultural  products  exceeded  their  sell- 
ing prices.  The  passage  of  the  Reciprocal  Trade  Agreements  Act  in 
1934  shifted  the  locus  of  decisionmaking  on  tariff  questions  from  Con- 
gress to  the  executive  branch.  Under  the  act,  the  President  was  allowed 
to  reduce  tariffs  by  certain  percentages  in  reciprocal  tariff  negotiation. 
While  successive  extensions  of  the  Reciprocal  Trade  Agreements  Act 
were  opposed  by  some  farm  groups,  tariffs  on  agricultural  products 
were  substantially  reduced  during  the  next  28  years. 

In  1033,  the  Agricultural  Adjustment  Act  was  passed.  Two  years 
later,  in  the  1035  amendments  to  the  act,  section  3*2  earmarked  up  to 
30  percent  of  U.S.  tariff  revenues,  for,  among  other  things,  the  encour- 
agement of  expoi'ts  through  payments  which  would  permit  the  sale 
of  surplus  commodities  in  foreign  markets.  Prior  to  World  War  TI. 
section  32  subsidies  were  paid  on  exports  of  wheat,  flour,  and  cotton. 

Another  section  of  the  1035  Agricultural  Adjustment  Act  amend- 
ments, section  22,  authorized  the  President  to  impose  quotas  or  fees  on 
agricultural  imports  which  were  judged  to  affect  adversely  U.S.  farm 
price  or  income  support  programs.  The  section  was  first  used  in  1030 
when  quotas  were  placed  on  certain  cotton  products.  In  1041,  quotas 
were  placed  on  wheat,  flour,  and  wheat  products. 

The  passage  of  the  Agricultural  Adjustment  Act  and  the  c^-ib' 
ment  of  U.S.  price  support  programs  was  followed  by  the  buildnn  of 
surpluses  that  made1  creation  of  section  22  and  32  programs  logical. 
Domestic  price  supports  tended  to  encourage  overproduction  since  a 
fanner  tended  to  maximize  his  income  by  producing  as  much  of  the 
fixed  price  commodity  as  possible.  With  the  supported  U.S.  price  con- 
siderably above  world  markel  prices,  the  equivalent  of  section  32  sub- 
sidi(  s  becan  e  necessary  to  move  overpriced  surplus  U.S.  commodities 
into  world  markets.  A  second  effeel  of  nrice  supports  was  an  increase 
in  foreign  imports  of  commodities  to  displace  the  higher  price  U.S. 
commodities  in  U.S.  markets.  To  counter  this  trend,  tariffs  were 
necessary  on  t]\(^  imported  commodit  ies  to  raise  the  import  price  above 
t lie  supported  price.  Tic  equivalent  of  section  22  quotas  became  n< 
sary  under  these  circumstances  in  order  to  maintain  the  domestic  price 
support  system.  Furthermore,  the  need  for  quotas  was  greater  as 
tariffs  were  reduced  over  time  in  multilateral  trade  agreements. 
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Since  the  end  of  World  War  II,  the  primary  source  of  legislative 
authority  to  regulate  U.S.  exports,  including  agricultural  exports,  has 
been  in  what  is  now  known  as  the  Export  Administration  Act,  first 
passed  in  its  present  form  in  1949.  Because  the  evolution  of  that  act  has 
shaped  the  basis  for  executive  authority  to  constrain  food  exports,  it 
is  explored  in  some  detail  in  appendix  I. 

B.  Agricultural  Trade,  the  ITO  and  the  GATT 

One  of  the  group  of  international  organizations  planned  by  the 
U.S.  Department  of  State  for  the  post -World  War  II  period  was  to 
deal  with  international  trade  matters.  Following  bilateral  discussions 
with  U.S.  trading  partners,  in  the  fall  of  1946  the  Department  of 
State  published  a  "Suggested  Charter  for  an  International  Trade 
Organization  of  the  United  Xations."  The  draft  ITO  Charter  laid 
down  principles  and  rules  on  subsidies,  the  reduction  of  tariffs,  the 
eventual  elimination  of  quotas,  the  maintenance  of  full  employment, 
standards  for  the  creation  of  commodity  agreements,  and  some  of  the 
elements  of  a  code  for  private  investment.  Because  of  its  broad  scope, 
the  Truman  administration  intended  to  submit  to  Congress  any  ITO 
Charter  that  was  negotiated  for  approval  as  a  treaty. 

Four  conferences  were  held  to  draft  the  ITO  Charter:  at  London  in 
1946,  New  York  and  Geneva  in  1947,  and  Havana  in  1947-48.  At  the 
1947  Xew  York  and  Geneva  meetings  of  the  ITO  drafting  committee, 
a  General  Agreement  on  Tariffs  and  Trade  (GATT)  was  negotiated 
simultaneously  with  the  drafting  of  the  ITO  Charter.  The  GATT 
was  to  be  a  specified  trade  agreement  within  the  larger  context  of 
the  ITO  Charter.  This  specific  trade  agreement  would  consist  of  a 
series  of  commitments  on  maximum  tariffs  which  were  to  be  accom- 
panied by  the  "General  Agreement,"  much  of  which  was  drawn  from 
sections  of  the  ITO  Charter  on  commercial  policy.  Only  such  articles 
from  the  ITO  Charter  as  would  normally  be  found  in  commercial 
treaties  were  included  because  the  United  States  was  negotiating  the 
GATT  under  the  1945  extension  of  the  Trade  Agreements  Act,  which 
only  authorized  it  to  accept  a  "foreign  trade  agreement,"  Since  the 
GATT,  unlike  the  more  comprehensive  ITO  Charter,  was  considered 
a  trade  agreement,  it  was  acceded  to  by  the  United  States  as  an  execu- 
tive agreement  in  January  1948.  This  has  been  the  basis  of  U.S.  partici- 
pation ever  since, 

The  final  version  of  the  ITO  Charter  was  negotiated  in  Havana 
from  November  1947  to  March  1948.  Almost  13  months  later,  in  April 
1949,  President  Truman  finally  submitted  the  ITO  Charter  to 
Congress. 

Almost  1  year  after  that,  in  the  spring  of  1950,  the  House  Foreign 
Affairs  Committee  held  hearings  on  the  charter  but  never  reported 
a  bill.  In  December  1950,  the  administration  dropped  the  attempt  to 
secure  congressional  approval  for  the  ITO  Charter. 

What  remained  was  the  GATT,  which  itself  has  been  amended 
eight  times  since  its  inception.  The  following  quotation  describes  the 
benefits  of  the  operation  of  the  loosely  structured  general  agreement : 

*  *  *  GATT — or  more  exactly  the  governments  that  be- 
long to  it — has  developed  working  procedures  and  rules 
which  have  not  only  made  effective  tariff  negotiations  possi- 
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ble  but  have  also  provided  for  adjustments,  consultation,  the 
settlement  of  disputes,  and  the  accommodation  of  member's 
special  problems  without  destroying  the  framework  of  gen- 
eral principles  or  setting  in  motion  the  debilitating  process  of 
trade  retaliation.  The  price  of  this  pragmatism  and  flexibility 
has  been  an  inability  to  assure  the  full  application  of  the 
principles  at  all  times;  departures  from  the  rules  have  been 
tolerated.  But  the  processes  of  negotiation  have  been  kept 
going.1 

The  GATT  should  be  looked  upon  not  as  a  fixed  set  of  rules,  but 
as  a  limited  agreement  on  tariffs  and  certain  other  trade  barriers,  and 
a  framework  for  negotiating  adjustments  between  trading  partners 
while  keeping  certain  principles  in  mind. 

(1)    GATT   AXD    SECTION    2  2 

Almost  from  the  beginning,  there  lias  been  tension  between  certain 
of  the  provisions  of  the  GATT  and  U.S.  agricultural  trade  policy.  In 
1948.  Congress  amended  the  Agricultural  Adjustment  Act.  adding  a 
provision  that  any  international  agreement  to  which  the  United  States 
was  or  might  in  the  future  become  a  party  would  take  precedence 
over  section  22.  Three  years  later,  however,  section  22  was  amended 
to  read,  "No  trade  agreement  or  other  international  agreement  applied 
heretofore  or  hereafter  entered  into  by  the  United  States  shall  be 
applied  in  a  manner  inconsistent  with  this  section." 

Also  in  1951.  Congress  amended  the  Defense  Production  Act  of  1950 
and  added  a  section  requiring  import  quotas  on  fats,  oils,  and  certain 
dairy  products.  This  amendment  was  clearly  a  contravention  of  the 
GATT.  Quotas  imposed  under  the  authority  of  the  Defense  Production 
Act  gave  rise  to  a  complaint  by  the  Netherlands  that  it  had  suffered 
injury  from  the  quota.  The  complaint  was  resolved  by  a  GATT  com- 
mittee agreeing  that  the  Netherlands  could  withdraw  equivalent 
tariff  concessions  made  to  the  United  States.  The  quotas  instituted 
under  the  Defense  Production  Act  were  maintained,  but  moved  under 
ion  22  authority  in  195:'. 

Because  of  the  1951  amendment  to  section  22  and  the  Defense 
Produetion  Act  amendments,  in  1954  the  United  States  was  obliged 
to  ask  for  a  waiver  of  the  application  of  GATT  Article  XL  As  John  11. 
Jackson  has  noted : 

Jt  was  clear,  of  course,  that  the  United  Stales  would  have  to 
carry  out  the  congressional  enactment,  whether  or  not  GATT 
granted  the  waiver.  Should  the  United  States  be  forced  to 
carry  out  the  congressional  enactment  without  a  waiver,  dam- 
age to  the  legal  principles  of  GATT  could,  it  was  thought, 
ensue  and  indeed  one  result  might  be  the  withdrawal  of  the 
United  States  from  GATT. 

The  waiver  was  granted  with  the  requiremenl  tha!t  an  annua]  rop  >rt 
on  the  operation  of  section  22  be  made  to  the  GATT,  'Hie  United  States 


u Heboid,  William,  .u-..  Trade  Policiei  Since  World  War  CI,  Current  History,  June  1002, 

■Jackson.  John  n..  World  Trndi'  and  the  Law  of  GATT.  N<w  York,  Bobbs-Merrill  Co. 
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has,  since  then,  complied  with  the  reporting  requirement.  Section  22 
quotas  are  still  in  effect  for  certain  commodities.  The  following  is  a  list 
of  the  commodities  and  years  in  which  section  22  quotas  have  been 
applied. 

1939— Cotton. 

1941 — Cotton  and  wheat. 

1952 — Cotton,  wheat,  barley,  oats,  edible  nuts,  certain  dairy 
products. 

1959 — Cotton  products,  wheat  and  products,  certain  dairy  prod- 
ucts, linseed  and  linseed  oil,  peanuts  and  peanut  oil,  rye 
and  rye  flour,  tung  nuts  and  oil. 

1964 — Cotton  and  products,  wheat  and  products,  certain  dairy 
products,  peanuts. 

1975 — Cotton  products,  certain  dairy  products,  peanuts. 

While  the  U.S.  waiver  for  section  22  is  one  of  the  most  obvious 
instances  where  the  GATT  has  not  been  observed,  other  countries  can 
claim  no  special  virtue.  A  large  majority  of  other  contracting  members 
to  the  GATT  maintain  nontariff  barriers  on  the  agricultural  trade 
in  open  violation  of  the  general  agreement.  In  the  1950's  and  early 
1960's,  the  continued  violations  of  the  terms  of  the  general  agreement 
in  regard  to  agricultural  trade  had  become  such  a  way  of  life  that  little 
discomfort  was  felt  by  national  representatives  to  the  GATT  and  no 
efforts  were  made  to  suggest  dates  that  the  nontariff  barriers  might  be 
dismantled.3  In  1962.  a  standing  committee  of  GATT  concerned  with 
agriculture  consulted  34  of  the  contracting  parties  and  found  that  at 
least  one  and  sometimes  several,  nontariff  protective  devices  were  used 
in  practically  every  country  consulted.  In  the  case  of  dairy  products, 
for  example,  31  of  the  34  countries  applied  one  form  and  sometimes 
several,  nontariff  barriers :  in  the  case  of  wheat,  nontariff  barriers  were 
used  in  practically  all  wheat  exporting  countries.  In  Europe,  even 
before  institution  of  the  European  Community's  Common  Agricultural 
Policy  (CAP),  Belgium,  the  Federal  Republic  of  Germany,  and 
Luxembourg  had  requested  GATT  waivers  on  agricultural  trade. 

(2)     GATT    AND    SECTION    3  2 

The  GATT  itself  does  not  strongly  limit  export  subsidies  on  agricul- 
tural products  Article  XVI (3)  onlv  requests  that  contracting  parties 
seek  to  avoid  the  use  of  export  subsidies  on  agricultural  products.  The 
article  then  proceeds,  however,  to  state  that  if  a  contracting  party  does 
grant  a  subsidy  Avhieh  operates  to  increase  the  export  of  any  agricul- 
tural product,  the  subsidy  should  not  be  applied  in  a  manner  which 
results  in  the  contracting  party  obtaining  "more  than  an  equitable 
share  of  world  trade  in  that  product."  From  the  beginning  of  the 
GATT,  the  United  States  has  continued  to  use  section  32  subsidies  on 
various  agricultural  products,  most  notably  cotton  and  wheat  In  the 
aftermath  of  the  controversv  surrounding  the  1972  Soviet  grain  sales, 
in  which  subsidies  of  up  to  62  cents  a  bushel  were  paid  on  wheat  ship- 
ments to  the  Soviet  Union  even  after  large  purchases  had  become 
evident,  the  United  States  terminated  grain  export  subsidies. 


3  Dam.  Kenneth  W.  The  GATT:  Law  and  International  Economic  Organization.  Chicago. 
University  of  Chioapo  Press  (1970),  p.  256. 
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It  should  be  noted  that  during  the  first  several  years  of  the  existence 
of  the  Food  for  Peace  program.  Public  Law  480,  there  was  vocal  oppo- 
sition to  its  concessional  sales  provisions  by  foreign  trade  experts  and 
U.S.  agricultural  export  competitors.  Even  though  it  was  recognized 
that  the  line  between  export  subsidies  and  sales  on  concessional  terms 
was  not  clear,  there  was  a  belief  that  Public  Law  480  grants  and  sales, 
consisting  of  surplus  U.S.  agricultural  commodities,  effectively  pre- 
empted the  markets  of  other  suppliers.  It  is  highly  unlikely,  for 
example,  that  the  U.S.  share  of  the  Polish  market  in  the  late  1950's 
or  the  Indian  market  in  1965-66  would  have  been  nearly  as  large  as  it 
was  without  Public  Law  480.  While  some  in  the  United  States  saw 
Public  Law  480  as  food  aid,  other  nations  saw  the  program  in  terms 
of  subsidized  surplus  disposal. 

C.  Recent  Issues  in  Agricultural  Trade  Policy 

As  Europe  became  an  increasingly  attractive  market  for  U.S.  com- 
mercial agricultural  exports  in  the  late  1950's  and  early  1960's,  the 
United  States  tended  to  place  greater  emphasis  on  the  principle  of 
free  agricultural  trade.  At  the  same  time,  with  the  creation  of  the 
European  Community's  Common  Agricultural  Policy  in  the  early 
1960's,  U.S.  agricultural  exports  began  to  encounter  increasing  pro- 
tectionism. Typical  of  the  controversies  which  arose  between  the  Euro- 
pean Community  and  the  United  States  was  the  1962  "chicken  war" 
in  which  U.S.  poultry  exports  were  severely  cut  through  the  operation 
of  t  lie  Community's  poultry  policy  which  combined  two  variable  levies, 
a  nondiscriminatory  tariff  and  a  tariff  aimed  only  at  nonmembers  of 
the  European  Community.  Following  a  formal  U.S.  complaint,  a 
GATT  panel  determined  that  the  damage  inflicted  on  American 
exporters  by  the  operation  of  the  Community's  poultry  policy 
amounted  to  some  $■!(>  million  a  year.  The  United  States,  relying  on 
article  XXVII  of  the  GATT,  responded  in  January  1964  by  rescind- 
ing tariff  concessions  worth  approximately  $46  million  on  U.S.  imports 
of  trucks  and  brandy,  two  commodities  exported  mainly  by  the  Euro- 
pean Community.  Although  the  chicken  war  went  no  further,  Other 
controversies  between  the  United  States  and  the  European  Com- 
munity have  continued  to  arise.  The  most  recent  concerned  U.S.  soy- 
bean exports  displaced  by  EC  surplus  dried  milk  disposal  activities. 

In  the  1964-67  Kennedy  Round  trade  negotiations,  the  United 
States  tried  to  link  its  concessions  on  industrial  trade  matters  with 
other  GATT  members'  concessions  on  agricultural  trade.  A  specific 
goal  was  to  limit  the  import  restricting  provisions  of  the  European 
immunity's  Common  Agricultural  Policy.  This  effort  failed  because 
no  other  nation  was  willing  to  abide  by  GATT  agricultural  rules,  for 
domestic  political  reasons,  and  because  the  United  States  continued  <<> 
bold  n  privileged  position  due  to  the  section  22  waiver.  The  U.S. 
position  was  especially  hard  to  defend  because  title  II  of  the  Trade 
Expansion  A.d  of  L962  specifically  mandated  retention  of  section  -2-2 
authority.  The  significant  tariff  (aits  on  agricultural  products  that 
were  negotiated  at  the  Kennedy  Round  tended  to  make  nontariff  bar- 
riers, even  more  than  previously,  the  major  impediments  to  freer 
•ill! ural  t  rade. 
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The  conflict  over  agricultural  trade  polkrv  continues  in  the  current 
round  of  multilateral  trade  negotiations  being  held  in  Geneva.  The 
United  States  is  attempting,  once  again,  to  have  agricultural  trade 
barriers  considered  at  the  same  time  as  industrial  trade  barriers.  The 
European  Community,  unwilling  to  change  its  common  agricultural 
pqlicy,  is  not  particularly  concerned  with  agricultural  trade  liberaliza- 
tion. Nor  is  the  European  Community  in  favor  of  linking  industrial 
and  agricultural  trade  negotiations,  or  removing  nontarifl'  barriers 
to  agriculture.  The  United  States,  having  dropped  its  program  of 
export  subsidies,  is  pressing  the  European  Community  to  eliminate 
the  use  of  subsidies  on  all  commercial  agricultural  exports.  The  con- 
tinued existence  of  section  22  quotas  and  the  GATT  waiver  remain 
controversial  issues,  though  former  U.S.  Secretary  of  Agriculture 
Butz  indicated  that  the  elimination  of  section  22  quotas  could  be  nego- 
tiated as  part  of  a  larger  package  that  included  the  elimination  of 
foreign  export  subsidies. 

With  the  creation  of  GATT,  U.S.  agricultural  trade  policy  entered 
a  period  of  favoring  freer  trade  in  agriculture  in  the  GATT  and  at 
the  same  time  continuing  to  take  certain  steps  to  control  imports  and 
exports  in  contravention  of  the  GATT.  Not  surprisingly,  U.S.  trading- 
partners  have  exhibited  the  same  behavior. 

In  the  early  post-World  War  II  period,  the  impetus  for  agricul- 
tural trade  liberalization  came  from  the  Department  of  State,  with 
the  Department  of  Agriculture  and  U.S.  agricultural  interests  luke- 
warm, or  actively  opposed.  As  American  agriculture  became  more 
competitive  in  world  markets,  domestic  agricultural  interests  gradu- 
ally shifted  to  a  free  trade  position.  Access  to  other  markets  became 
the  critical  factor  in  maintaining  a  high  level  of  agricultural  exports. 
Today  it  is  the  Department  of  Agriculture,  speaking  for  U.S.  farmers, 
that  is  opposing  the  Department  of  State  in  various  controversies 
concerning  the  political  use  of  food  exports. 


IX.  DOMESTIC  POLITICAL  CONSIDERATIONS  IN  THE  USE 
OF  ILS.  FOOD  FOR  DIPLOMATIC  PURPOSES:  THE  CON- 
CERN OF  AGRICULTURAL  INTERESTS 

The  use  of  U.S.  food  power  for  diplomatic  purposes  has  generally 

l)oon  viewed  by  the  American  farm  community  from  the  perspective 
of  its  impact  on  markets  for  their  products.  During  periods  charac- 
terized by  large-scale  grain  surpluses,  agricultural  interests  generally 
supported  commercial  export  programs  and  concessional  sales  of  those 
commodities  to  developing  countries.  They  have  argued,  on  the  other 
hand,  that  recent  Government  interference  in  the  market  to  constrain 
sales  has  cost  American  farmers  both  money  and  markets.  If  similar 
market  disruptions  continue,  farm  spokesmen  maintain,  farmers  may 
i  heir  incentives  and/ or  their  financial  ability  to  produce  at  or  near 
capacity,  witn  adverse  consequences  to  the  American  economy. 

A.  Food  Power  and  Agricultural  Policymaking 

In  a  largely  urban  America,  the  reaction  of  agricultural  producers 
to  proposals  for  the  diplomatic  use  of  food  is  closely  linked  to  their 
belief  that  their  economic  interests  are  constantly  in  danger  of  being 
slighted  in  deference  to  urban  demands  for  cheap  food.  While  city 
dwellers  may  favor  limitations  on  farm  exports  to  keep  retail  food 
prices  down,  farmers  seek  free  access  to  world  markets  to  maximize 
their  profits  and  sell  their  domestic  surpluses.  Farm  interests  are 
acutely  sensitive  to  the  danger  that  domestically  motivated  proposals 
for  restrictions  on  farm  exports  might  be  justified  on  diplomatic 
grounds,  or  that  foreign  policy  proposals  for  export  restrictions  will  be 
supported  by  urban  and  labor  interests  because  of  the  potential  domes- 
tic price  consequences  of  such  restrictions.  Most  farm  organizations 
therefore  have  opposed  Government  restrictions  on  U.S.  agricultural 
exports  in  time  of  peace  and  have  opposed  legislation  granting  the 
President  broad  standby  authority  to  limit  such  exports. 

The  skepticism  of  farm  groups  regarding  diplomatically  motivated 
restrictions  on  farm  exports  is  further  heightened  by  their  belief  that 
they  have  lost  control  over  the  agricultural  policymaking  process  in  the 
United  States.  For  many  years  farm  organizations,  land-grant  insti- 
tutions, the  U.S.  Department  of  Agriculture  and  Congressmen  and 
Senators  from  agricultural  areas  were  the  major  force  influencing  agri- 
cultural policy.  After  L972?  the  range  of  active  participants  in  policy- 
making broadened  to  include  consumer  organizations,  labor  unions,  the 
Federal  Trade  Commission,  Departments  of  State  and  Labor,  and  ad- 
ditional congressional  committees.  Even  within  the  Department  of 
Agriculture,  farm  interests  were  no  longer  the  sole  concern.  Urban- 
based  feeding  programs  accounted  for  a  growing  portion  of  the  De- 
partment's budget,  and  policymakers  had   to  consider   related   issues 
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such  as  ecology,  civil  rights,  collective  bargaining,  and  retail  food 
prices. 

The  shift  in  the  control  of  agricultural  policymaking  became  clear 
during  1975.  Consumer  groups  and  labor  unions  expressed  fears  of  a 
food  price  rise  as  a  result  of  Soviet  grain  purchases  and  brought  pres- 
sure on  the  Government  to  control  exports  to  keep  food  costs  down. 
Labor  unions  expressed  concern  for  the  consumer  as  justification  for 
their  boycott  of  Soviet  grain  shipments,  though  in  the  farmer's  view 
the  real  reasons  were  far  different.  The  negotiating  sessions  that  settled 
the  longshoremen's  work  stoppage  were  attended  by  union  leaders  and 
Government  officials;  no  farm  spokesmen  were  invited.  When  the 
administration  extended  the  grain  moratorium  to  cover  Poland,  the 
Secretary  of  Agriculture  was  not  consulted  or  informed  until  the  news 
became  public  knowledge.  The  chief  negotiator  sent  to  Moscow  to  dis- 
cuss the  terms  of  the  grain  agreement  with  the  Soviets  was  from  the 
Department  of  State,  and  articles  in  the  press  referred  to  Secretary 
Kissinger's  takeover  of  control  over  agricultural  trade  with  the 
U.S.S.B.  By  the  end  of  1975,  farmers  began  to  look  upon  Secretary 
of  Agriculture  Butz  as  something  of  a  martyr,  and  the  Department 
of  Agriculture  as  a  A^ictim  of  the  State  Department  and  labor  unions. 

In  early  1975  the  policymaking  machinery  at  the  White  House  con- 
sisted of  three  related  groups.  Although  the  Secretary  of  Agriculture 
participated  in  each,  he  was  chairman  of  none.  Farmers  resented  the 
fact  that  the  primary  responsibility  for  determining  agricultural  pol- 
icy was  vested  in  other  departments.  The  American  Farm  Bureau  de- 
clared that  "the  State  Department  had  used  farmers  as  political  pawns 
in  its  diplomatic  game  through  manipulation  of  the  marketing  of 
agricultural  commodities." 

The  National  Association  of  Wheat  Growers  included  this  comment 
in  its  criticism  of  the  Soviet  grain  agreement : 

One  can't  help  but  wonder  why  a  more  meaningful  agree- 
ment to  agriculture  and  the  general  public  couldn't  have  been 
reached,  if  negotiators  were  knowledgeable  in  agriculture  and 
indoctrinated  with  free-market  principles.  President  Ford  is 
going  to  have  to  decide  what  the  policies  of  his  administration 
are.  He  and  many  of  his  spokesmen  philosophy  [sic]  over  the 
freedom  to  produce,  freedom  to  market,  and  expanded  and 
unfettered  export  opportunities — while  Secretary  of  State 
Kissinger  expounds  restrictive  commodity  agreements,  inter- 
national pricing  provisions,  reserves,  and  food  as  a  foreign 
policy  weapon.  The  trail  has  forked,  and  they  have  taken  sep- 
arate paths. 

In  February,  Bill  Prichard,  a  spokesman  for  the  American  Soybean 
Association,  came  to  Washington  with  a  petition  signed  by  40,000 
farmers  in  14  States,  calling  for  the  control  of  agricultural  policy  to 
be  returned  to  the  Department  of  Agriculture.  Prichard  claimed  that 
Government  interference  in  the  marketplace  had  cost  000.000  soybean 
farmers  an  average  of  £11,000  each  during  the  past  2  years. 

Perhaps  to  regain  the  confidence  of  the  farm  community.  President 
Ford  reorganized  the  food  policymaking  groups  in  March  1970.  Tie 
named  the  Secretarv  of  Agriculture  Chairman  of  the  Agricultural 
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Policy  Committee,  which  replaced  two  committees  previously  headed 

by  the  Secretaries  of  State  and  Treasury. 

Although  farmers  were  encouraged  by  the  shift,  they  were  not  en- 
tirely pleased  with  Secretary  Butz5  position  on  the  food  power  issue. 
Butz  acknowledged  the  importance  of  foreign  markets  to  American 
farmers,  but  he  maintained  that  the  President  could  not  ignore  the 
options  open  to  the  United  States  in  world  affairs,  options  that  were 
available  because  of  its  agriculture,  His  view  seemed  to  place  food 
power  and  petropower  as  two  major  factors  in  world  affairs,  with  the 
United  States  making  effective  use  of  the  power  it  had.  Nevertheless, 
Butz  tried  to  reassure  farmers  and  foreign  customers  about  the  avail- 
ability of  U.S.  commodities  for  export.  In  Singapore  in  April  1976,  he 
stated  that  "we  intend  to  make  no  use  of  export  controls.  Our  experi- 
ence in  1973  of  restricting  exports  of  oilseeds  and  products  was  a 
mistake — one  that  we  do  not  intend  to  repeat/'  lie  added  that  the 
United  States  did  not  intend  to  make  additional  formal  agreements 
like  the  one  with  the  Soviet  Union  because  it  was  a  response  to  a  unique 
situation. 

Farm  leaders  have  urged  farmers  to  work  together  to  assure  that 
cultural  policy  decisions  do  not  go  against  the  producer.  They  Have 
urged  joint  actions  to  control  crop  production  and  to  handle  direct 
export  marketing  of  commodities.  Oren  Lee  Staley  of  the  National 
Farmers  Organization,  in  a  statement  before  the  Subcommittee  on 
Foreign  Agricultural  Policy  of  the  Senate  Agricultural  and  Forestry 
Committee  in  January  1976,  stated  the  farmer's  position  succinctly : 

If  the  Nation  wants  to  use  food  as  a  tool  or  weapon,  then 
let  the  Nation  buy  it  at  reasonable  prices  as  it  does  munitions, 
planes  and  other  supplies,  and  play  international  politics  with 
everyone's  property — not  the  farmers'  products  and  solely  at 
fanners' expense. 

B.  Potential  Impact  of  the  Use  of  Food  Power  ox  U.S.  Farm  and 
Agricultural  Marketing  Structures 

The  use  of  U.S,  food  resources  as  an  instrument  of  American  foreign 
policy — if  it  should  be  used  on  a  significant  scale  in  the  future — 
will  inevitably  have  a  major  impact  on  U.S.  farm  and  agricultural 
marketing  structures.  Given  the  present  structure  for  the  marketing 
ultural  commodities,  repeated  use  of  restraints  on  foreign 
for  diplomat  ic  ends  could  prove  highly  disrupt  ive  to  the  farming 
community.  There  are  approximately  2.8  million  farms  in  the  United 
States.  Of  this  total,  about  500,000  have  annual  sales  of  $40,000  or 
.  and  thi  se  account  for  95  percent  of  the  food  marketed  in  the 
United  States.  The  remaining  2.3  million  farms  produce  only  5  per- 
cent of  tli"  food  marketed  in  the  count  ry. 

The  larger  farms  arc  sophisticated  business  enterprises.  They  re- 
quire large  inputs  of  capita]  and  advance  planning.  Many  of  their 
capita]  co  I  are  fixed.  Severe  swings  in  price  and  demand  for  the  com- 
modit  ies  they  produce  can  a  sriously  I  hreaten  the  profitability  indeed 
the  riabilitv  of  such  enterprises.  Most  managers  of  larger  farms 
would  prefer  stable  market  conditions  even  at  some  sacrifice  in 
average  |  rice      to  a  widely  fluctuating  market.  The  use    or  threat 
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ened  use — of  U.S.  food  power  abroad  without  domestic  mechanisms 
to  compensate  for  resulting  price  and  demand  fluctuations  would 
almost  certainly  force  large  farm  managers  into  forms  of  self-protec- 
tive behavior  that  would  reduce  production  levels  and  encourage 
domestic  inflation. 

Many  small  farmers,  under  such  conditions,  would  probably  be 
forced  to  find  other  means  of  livelihood.  Several  seasons  of  low  prices 
and/or  denial  of  access  to  world  markets  could  erode  their  equity 
position  and  force  them  to  turn  to  nonfarm  work,  or  perhaps  to  the 
abandonment  of  marginal  lands. 

Middle-size  farms  would  perhaps  be  best  able  to  deal  with  market 
fluctuations  and  absorb  price  losses  for  limited  periods  of  time.  These 
farms  generally  have  a  good  capital  equity  position  against  which  to 
borrow,  improving  their  chances  of  continuing  in  operation  through 
a  period  of  adversity  generated  by  diplomatic  strategies. 

Thus,  if  the  Government  were  to  limit  foreign  sales  for  diplomatic 
ends  without  enacting  new  legislation  to  cushion  the  domestic  effects, 
it  seems  likely  that  very  large  farms  and  small  farms  would  be  subject 
to  financial  pressures  from  which  some  owners  might  not  be  able  to 
emerge  with  their  holdings  intact. 

As  noted  in  the  introductory  chapter  of  this  study,  systematic  gov- 
ernmental intervention  in  agricultural  markets  is  a  necessary  feature 
of  a  coherent  national  policy  to  use  food  for  diplomatic  ends.  A  Gov- 
ernment-financed stabilization  program  would  satisfy  the  basic 
requirements  outlined  by  Oren  Lee  Staley  of  National  Farmers  Orga- 
nization in  January  1976.  In  effect,  the  Government  would  be  pur- 
chasing food  at  a  fair  price  to  producers,  and  the  "weapons"  used  in 
international  affairs  would  be  financed  by  all  taxpayers.  The  farmers 
would  not  be  expected  to  bear  the  total  cost  of  the  Nation's  use  of  food 
power.  Whether  the  benefits  of  institutionalized  buffer  stock  programs 
to  facilitate  diplomatic  use  of  food  would  outweigh  possible  ineffi- 
ciencies resulting  from  increased  Government  intervention  in  the 
market  is  likely  to  remain  a  subject  of  continuing  controversy. 


X.  POSSIBLE  GOVERNMENT  ALTERNATIVES  FOR 
MANAGING  U.S.  FOOD  EXPORTS 

Proposals  to  use  agriculture  to  achieve  diplomatic  objectives  im- 
plicitly or  explicitly  require  Government  supervision  of  grain  and 
soybean  exports.  There  is  no  way  that  grain  and  soybean  exports  can 
be  managed  in  a  manner  that  would  achieve  foreign  policy  objectives 
if  the  manager  is  the  market  and  the  actors  are  private  grain  trader-. 
There  is,  however,  a  range  in  the  degree  of  control  that  can  be  exerted 
over  agricultural  exports.  This  range  runs  from  a  State  trading  agency 
that  would  control  the  entire  export  process,  allocating  amounts,  fixing 
prices,  and  making  deliveries,  to  a  structure  like  the  Canadian  Wheat 
Board,  which  sets  prices  to  farmers  and  negotiates  amounts  ami  prict  - 
with  foreign  buyers,  but  leaves  delivery  to  private  contractors,  to  :i 
hypothetical  U.S.  grain  and  soybean  trading  agency  that  would  nego- 
tiate the  contracts — according  to  a  political  or  economic  standard — 
leaving  prices  to  be  determined  by  the  market  and  allowing  private 
suppliers  and  shippers  to  bid  on  the  deals  negotiated.  In  the  last  case, 
the  degree  of  intervention  in  the  market  ranges  from  having  respon- 
sibility for  certain  types  of  contracts,  such  as  those  with  state  trading 
agencies,  to  general  responsibility  over  large  contracts,  to  providing 
only  general  policy  guidance  to  be  implemented  by  private  grain 
traders.  As  an  alternative  to  creating  some  sort  of  Government  trading 
agency  while  still  controlling  grain  and  soybean  exports,  it  has  been 
recommended  that  all  agricultural  exports  be  required  to  be  shipped 
under  a  validated  license  to  be  granted  by  the  Export  Control  Office 
in  the  Department  of  Commerce.1  All  existing  private  marketing  and 
exporting  companies  would  continue  to  operate  as  at  present,  but  with 
the  clear  understanding  that  some  licenses  might  be  modified  or  not 
granted  for  preannounced  political  reasons,  or  that  prices  negotiated 
might  be  changed. 

Before  summarizing  the  diplomatic  costs  and  benefits,  it  must  be 
emphasized  that  current  proposals  to  create  a  single  U.S.  grain  mar- 
keting agency  (such  as  that  contained  in  TT.Tv.  8933,  introduced  m  the 
94th  Congress  bv  Representative  Weaver  of  Oregon)  have  been  very 
strongly,  and  almost  uniformlv,  opposed  bv  U.S.  farm,  marketing, 
and  grain  organizations,  as  well  a<  by  the  Ford  administration.  The 
arguments  against  such  a  proposal  are  based  mainly  on  grounds  of 
the  superior  flexibility  and  greater  efficiency  of  the  present  Bystem, 
and  on  a  philosophical  opposition  to  Government  intervention  in  the 
market. 

Assuming  some  single  agency  were  created  or  some  technioue  used 
to  control  all  U.S.  trrain  and  soybeans  exports,  what  would  be  the 
diplomatic  cot-  and  benefits  of  such  a  movel  On  the  benefits  side  of 
the  equation : 


1  SfhnpicU-r.  wniinm.  Food,  Foreign  r<>iirv  mui  Ran  Material!  Cartels,  Net*  v.»rk.  Crane 
k  A  Companj  [  1976]  pp.  SI    52 
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(i)  The  U.S.  Government  would  be  able  to  monitor  or  control  the 
size  and  timing  of  U.S.  grain  and  soybean  exports.  "Surprises"  such 
as  1972  Russian  grain  deal  would  not  recur. 

Certain  countri*»°  ~,ould  be  rewarded  through  price  or  special  access 
for  supporting  U.S.  positions  overseas  or  in  international  forums. 

(2)  The  domestic  impact  of  high  world  demand  for  grain  or  soy- 
beans could  be  minimized.  Any  extraordinary  claims  on  U.S.  food 
resources  could  be  regulated  in  order  to  keep  prices  under  control. 
A  recurrence  of  the  1978  soybean  embargo  could  be  prevented. 

(3)  A  system  of  grain  reserves  could  be  more  easily  created  and 
maintained  with  a  single  agency  controlling  the  level  of  exports  and 
diverting  appropriate  amounts  to  the  grain  reserve. 

(4)  The  system  for  organizing  grain  and  so}~bean  exporting  in  this 
country  would  be  more  like  those  of  our  trading  partners.  Currently, 
several  major  competitors  have  single  government  agencies  controlling 
grain  exports.  Many  of  the  major  grain  buyers,  Japan,  the  Soviet 
Union,  the  People's  Republic  of  China,  and  most  African  and  Asian 
countries  deal  through  single  state  agencies. 

(5)  The  agency  would  not  face  the  disadvantage  that  private  U.S. 
grain  companies  face  when  dealing  with  large  buyers  such  as  the 
Soviet  Union,  because  of  the  buyers*  abilit}T  to  play  off  one  seller 
against  another  in  promising  large  contracts  while  actually  concealing 
their  overall  needs. 

(6)  It  is  possible  that  the  grain  trading  agency  might  be  used  to 
counter  Third  and  Fourth  World  commodity  cartels  and  demands 
for  commodity  indexation. 

On  the  costs  side  of  the  equation  : 

(1)  The  move  would  run  counter  to  U.S.  policies  favoring  freer 
trade  and  decreased  Government  intervention  in  agricultural  markets. 

(2)  For  most  of  the  developed  market  economies,  a  single  govern- 
ment trading  agency  would  tend  to  politicize  the  grain  and  soybean 
trade  more  than  at  present.  The  same  kind  of  agricultural  trade  con- 
troversies that  presently  take  place  between  the  United  States  and 
the  European  Community  would  still  take  place,  only  sometimes  the 
grain  trading  agency  would  be  involved  and  other  times  the  Depart- 
ment of  Agriculture  would  be  involved. 

(3)  In  the  case  of  disputes,  the  existence  of  such  an  agency  would 
create  government-to-government  conflicts  immediately  rather  than 
allowing  a  private  grain  trader  to  act  as  an  intermediary  in  the  first 
instance  as  at  present. 

(4)  The  existence  of  such  an  agency  might  imply  that  the  control 
of  U.S.  cereals  and  soybean  exports  was  a  more  effective  and  powerful 
tool  than  it  would  be  in  reality.  That  is.  policymakers  could  tend  to 
u^e  the  control  of  agricultural  exports  more  often  and  for  larger 
purposes  than  was  feasible. 

(5)  The  use  of  criteria  other  than  commercial  considerations  bv  the 
single  market  agency  would  directly  contravene  article  XVTT(  1)  (b) 
oftheGATT. 

At  the  present  time,  manv  Fourth  and  some  Third  World  countries 
already  conduct  their  agricultural  import  programs  through  a  U.S. 
Government  agency  because  of  their  reliance  on  Public  Law  4R0.  For 
these  countries,  a  switch  from  dealing  with  AID-XJSDA  to  a  single 
grain  trading  agency  would  involve  no  real  change.  The  transactions 
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would  still  be  outside  the  market,  the  dependent  relationship  would 
still  exist,  the  legislated  and  other  U.S.  requirements  would  still  con- 
tinue, and  the  inevitable  political  decision  to  provide  food  and  allocate 
amounts  would  still  be  made.  For  those  Third  World  countries  that 
have  relied  entirely  on  U.S.  commercial  exports  or  those  who  have 
received  some  Public  Law  -±80,  trade  would  change.  Such  countries 
would  be  required  to  observe  whatever  conditions  were  established 
unless  they  were  able  to  obtain  their  grain  from  Canada.  Argentina, 
or  Australia. 

For  the  developed  countries,  a  shift  to  a  single  grain  trading  agency 
could  significantly  change  trade  relationships.  These  countries  have 
become  accustomed  to  purchasing  grain  through  private  channels,  with 
competitive  pressures  establishing  prices.  Imposing  a  Government 
agency  between  these  contractual  parties  would  represent  a  significant 
departure  from  traditional  operating  patterns.  The  fact,  however,  that 
other  exporting  countries  use  such  agencies  means  that  importing 
countries  have  experience  with  such  a  system.  Where  the  United  States 
is  concerned,  however,  it  would  mean  establishing  a  new  set  of  com- 
mercial relationships.  Since  a  similar  change  would  not  be  required 
in  the  case  of  competing  exporters,  it  could  mean  some  shift  in  trade 
to  them,  at  least  in  the  short  term.  In  the  longer  term,  the  effect  would 
depend  on  the  aggressiveness  of  the  Government  agency  in  marketing 
U.S.  farm  products. 

It  should  be  noted  that  the  greatest  impact  of  a  single  grain  and 
soybean  trading  agency  would  likely  to  be  on  domestic  U.S.  prices 
and  production.  In  this  case,  foreign  policy  requirements  would  be 
only  one  element  of  a  decisionmaking  process  heavily  influenced  by 
domestic  political  and  economic  considerations. 


APPENDIX  I 

Description  of  the  Export  Administration  Act 

The  major  legislation  regulating  agricultural  export  trade  since 
World  War  II  has  been  what  is  currently  known  as  the  Export 
Administration  Act.  The  original  act  of  1949  (Public  Law  81-110) 
was  a  modification  of  war-time  legislation  that  gave  the  President 
authority  to  control  exports  for  short-supply  and  national  security 
purposes.  The  1949  act  stated  the  congressional  finding  that  certain 
materials  continued  to  be  in  short  supply  in  the  United  States  and 
abroad  and  that  their  export  from  the  United  States  could  have  a 
serious  effect  on  the  domestic  econom}T,  on  the  fulfillment  of  Amer- 
ican foreign  policy,  and  on  U.S.  national  security. 

Section  2  of  the  1949  act  declared : 

that  it  is  the  policy  of  the  United  States  to  use  export  con- 
trols to  the  extent  necessary  (a)  to  protect  the  domestic  econ- 
omy from  the  excessive  drain  of  scarce  materials  and  to 
reduce  the  inflationary  impact  of  abnormal  foreign  demand, 

(b)  to  further  the  foreign  policy  of  the  United  States  and 
to   aid  in   fulfilling  its  international  responsibilities:   and 

(c)  to  exercise  the  necessary  vigilance  over  exports  from 
the  standpoint  of  their  significance  to  the  national  security. 

Section  3  conferred  upon  the  President  the  authority  to  carry 
out  these  policies.  The  President  was  empowered  to  prohibit  or 
curtail  exports  "under  such  rules  and  regulations  as  he  shall  pre- 
scribe," or  to  delegate  such  authority  to  appropriate  officials. 

Section  3(c)  specifically  limited  the  exercise  of  Presidential  au- 
thority over  agricultural  commodities. 

(c)  the  authority  conferred  by  this  section  shall  not  be 
exercised  with  respect  to  any  agricultural  commodity,  in- 
chiding  fats  and  oils,  during  any  period  for  which  the  supply 
of  such  commodity  is  determined  bv  the  Secretary  of  Agri- 
culture to  be  in  excess  of  the  requirements  of  the  domestic 
economy,  except  to  the  extent  required  to  effectuate  the 
policies  set  forth  in  clause  (b)  or  clause  (c)  of  section  2 
hereof. 

Tn  determining  which  commodities  should  be  controlled,  and  to 
what  extent,  the  official  making  the  determination  was  required  to 
seek  "information  and  advice  from  several  departments  and  inde- 
pendent agencies  concerned  with  aspects  of  our  domestic  and  foreign 
policies  and  operations  having  an  important  bearing  on  exports." 
Tn  authorizing  exports  under  the  act.  the  responsible  official  was  to 
encourage  the  full  utilization  of  private  competitive  channels,  "giving 
consideration  to  the  interests  of  small  business,  merchant  exporters  as 
well  as  producers,  and  established  and  new  exporters." 

(67) 
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The  act  of  1948  was  extended  without  anv  significant  revision  in 
1951, 1953, 1956, 1958.  and  1960. 

The  amendments  of  1962  (Public  Law  87-515)  added  new  mate- 
rial to  sections  2  and  3  of  the  act.  The  addition  to  section  2,  the  dec- 
laration of  policy,  stated  that  it  was  U.S.  policy  to  formulate  and 
apply  export  controls  in  cooperation  with  all  nations  with  which 
tl^a  United  States  had  defense  treaty  commitments,  and  to  formulate 
a  unified  policy  to  be  observed  by  non-Communist  nations  in  their 
dealings  with  Communist-dominated  nations  to  further  the  national 
security  and  foreign  policy  objectives  of  the  United  States.  Section 
3(  a )  was  amended  to  provide  for  denial  of  a  request  to  export  goods 
from  tiie  United  States  to  any  nation  threatening  the  national 
security  of  the  United  States  if  the  President  determined  that  such 
exports  made  a  significant  contribution  to  the  military  or  economic 
potential  of  that  nation,  to  the  detriment  of  the  United  States. 

A  1905  amendment  (Public  Law  89-63)  to  the  1949  act  added  a 
fourth  paragraph  to  section  2 : 

(4)  the  Congress  further  declares  that  it  is  the  policy  of 
the  LTnited  States  (A)  to  oppose  restrictive  trade  practices 
or  boycotts  fostered  or  impose  by  foreign  countries  against 
other  countries  friendly  to  the  United  States  and  (B)  to  en- 
courage and  request  domestic  concerns  engaged  in  the  export 
of  articles,  materials,  supplies,  or  information,  to  refuse  to 
take  any  action,  including  the  furnishing  of  information 
or  the  signing  of  agreements,  which  has  the  effect  of  further- 
ing or  supporting  the  restrictive  trade  practices  or  boycotts 
fostered  or  imposed  by  any  foreign  country  against  another 
country  friendly  to  the  United  States. 

Tn  1969  a  new  Export  Administration  Act  became  law  (Public 
Law  91-18-1).  It  enumerated  in  more  detail  the  basic  policies  in- 
cluded in  the  previous  act.  The  1969  act  was  based  on  four  congres- 
sional findings:  (1)  The  availability  of  certain  materials  in  the 
United  States  and  other  nations  varies,  so  that  the  composition. 
quantity,  and  distribution  of  U.S.  exports  mav  effect  the  domestic 
economy  and  the  fulfillment  of  the  foreign  policy  objectives  of  the 
T'ni ted  States.  (2)  Unrestricted  exports  may  adversely  affect  the 
national  security  of  the  United  States.  (3)  Unwarranted  restrictions 
of  U.S.  exports  have  a  serious  adverse  effect  on  U.S.  balance  of  pay- 
ments. (4)  The  uncertainty  of  export  policy  for  certain  commodities 
I  ;i-  curtailed  the  efforts  of  American  business  in  respect  to  these 
commodities  to  the  detriment  of  U.S.  trade  balances. 

Tn  section  3  of  the  act,  the  Congress  declared  U.S.  policy  in  five 
areas. 

Sec.  3.  The   Congress  makes  the   following  declarations: 
(1)    It  is  the  policy  of  the  United  States  both  (A)  to  en- 
courage  trade  with  all  countries  with  which  we  have  diplo- 
mat i<-  or  trading  relations,  except  those  countries  with  which 

such  t  rade  lias  been  determined  by  the  President  to  be  against 
the  national  interest,  an<J  (ft)  to  restrict  the  export  of  goods 
and  technology  which  would  make  a  significant  contribution 

tn  the  military  potent  Lai  of  any  other  nat  ion  or  nations  which 
ould  prove  (]^\  rimental  to  the  national  securii  v  of  the  United 
States. 
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(2)  It  is  the  policy  of  the  United  States  to  use  export 
controls  (A)  to  the  extent  necessary  to  protect  the  domestic 
economy  from  excessive  drain  of  scarce  materials  and  to  re- 
duce the  serious  inflationary  impact  of  abnormal  foreign 
demand,  (B)  to  the  extent  necessary  to  further  significantly 
the  foreign  policy  of  the  United  States  and  to  fulfill  its  inter- 
national responsibilities,  and  (C)  to  the  extent  necessary  to 
exercise  necessary  vigilance  over  exports  from  the  standpoint 
of  their  significance  to  the  national  security  of  the  United 
States. 

(3)  It  is  the  policy  of  the  United  States  (A)  to  formulate, 
reformulate,  and  apply  any  necessary  controls  to  the  maxi- 
mum extent  possible  in  cooperation  with  all  nations  with 
which  the  United  States  has  defense  treaty  commitments  and 
(B)  to  formulate  a  unified  trade  control  policy  to  be  observed 
by  all  such  nations. 

(4)  It  is  the  policy  of  the  United  States  to  use  its  economic 
resources  and  trade  potential  to  further  the  sound  growth  and 
stability  of  its  economy  as  well  as  to  further  its  national 
security  and  foreign  objectives. 

(5)  It  is  the  policy  of  the  United  States  (A)  to  oppose 
restrictive  trade  practices  or  boycotts  fostered  or  imposed  by 
foreign  countries  against  other  countries  friendly  to  the 
United  States,  and  (B)  to  encourage  and  request  domestic 
concerns  engaged  in  the  export  of  articles,  materials,  supplies, 
or  information,  to  refuse  to  take  any  action,  including  the 
furnishing  of  information  or  the  signing  of  agreements,  which 
has  the  effect  of  furthering  or  supporting  the  restrictive  trade 
practices  or  boycotts  fostered  or  imposed  by  any  foreign 
country  against  another  country  friendly  to  the  United  States. 

Section  4  of  the  1969  act  amended  the  duties  of  the  Secretary  of 
Commerce  to  implement,  review,  and  report  trade  policies.  It  also 
stated  the  authority  of  the  President  to  establish  rules  and  regula- 
tions for  exports.  Section  4(f)  reiterated  the  restriction  on  the  use  of 
export  controls  on  agricultural  commodities. 

(f)  the  authority  of  this  section  shall  not  be  exercised 
with  respect  to  any  agricultural  commodity  including  fats 
and  oils,  during  any  period  for  which  the  supply  of  such  a 
commodity  is  determined  by  the  Secretary  of  Agriculture 
to  be  in  excess  of  the  requirements  of  the  domestic  economy, 
except  to  the  extent  required  to  effectuate  the  policies  set 
forth  in  clause  (B)  or  (C)  of  paragraph  (2)  of  section  3  in 
this  Act. 

Section  5  of  the  19G9  act  restated  the  requirement  for  consulta- 
tion before  establishing  export  controls  and  encouraged  full  utiliza- 
tion of  private  trade  channels  for  authorized  exports.  Other  sections 
enumerated  the  penalties  for  violation,  enforcement  procedures,  and 
reporting  requirements. 

The  1969  act  was  extended  in  1971,  and  amended  in  1972  by  the 
Equal  Export  Opportunities  Act  (Public  Law  92-412).  The' 1972 
amendments  added  as  a  declaration  of  policy  that  the  desirability  of 
subjecting  or  continuing  to  subject  commodities  to  export  controls 
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should  be  subject  to  review  and  consultation  by  U.S.  Government 
agencies  and  qualified  experts  from  the  private  sector.  The  1972 
amendment  (1)  required  that  Secretary  of  Commerce  undertake  a 
review  of  export  controls  to  determine  whether  the  controls  should 
be  removed,  (2)  authorized  the  President  to  remove  unilateral  export 
controls,  and  (3)  required  additional  executive  branch  reports  to  the 
Congress. 

The  June  1973  embargo  on  soybeans,  cottonseed,  and  their  products, 
was  imposed  under  the  legal  authority  set  forth  in  the  Export  Ad- 
ministration Act  of  1969.  At  the  time  of  the  imposition  of  the  em- 
bargo Secretary  of  Commerce  Frederick  Dent  declared  that  the  con- 
ditions required  under  section  3(2)  (A)  of  the  1960  act  had  been 
met.  The  embargo  was  imposed  with  the  approval  of  the  Secretary 
of  Agriculture. 

The  1969  act  was  to  expire  on  June  30,  1974,  but  Public  Law  93- 
372  extended  the  expiration  date  through  September  30,  1974.  while 
debate  continued  on  substantive  amendments.  The  amendments  did 
not  become  law  until  October  29,  1974.  During  the  interim  period  of 
September  30-Oetober  29,  the  administration  relied  on  permanent 
"national  emergency"  legislation,  such  as  the  Trading  With  the  Enemy 
.Vet.  for  standby  authority  to  control  exports. 

The  1974  amendments'  (Public  Law  93-500)  extended  the  Export 
Administration  Act  through  September  30, 1976.  and  made  several  sub- 
stantive changes  in  the  1969  act.  To  the  four  congressional  findings 
enumerated  in  section  2  was  added : 

(5)  Unreasonable  restrictions  on  access  to  world  supplies 
can  cause  worldwide  political  and  economic  instability,  inter- 
fere with  free  international  trade,  and  retard  the  growth  and 
development  of  nations. 

The  declaration  of  policv  in  section  3  was  amended  in  two  ways. 
First,  the  word  "abnormal"  was  removed  from  section  3(2)  (A).  It 
therefore  became  possible  to  institute  export  controls  if  any  level  of 
foreign  demand  resulted  in  an  excessive  drain  of  scarce  materials 
and  serious  domestic  inflation.  Second,  anew  paragraph  (7)  was  added 
to  declare  an  additional  policv  for  the  use  of  export  controls. 

(7)  Tt  is  1  lie  policy  of  the  United  States  to  use  export  con- 
trols, including  license  fees,  to  secure  the  removal  by  foreign 
countries  of  restrictions  on  access  to  supplies  where  such  re- 
strictions have  or  may  have  a  serious  domestic  inflationary 
impact, have  caused  or  may  cause  a  serious  domestic  short  aire. 
or  have  been  imposed  for  purposes  of  influencing  the  foreign 
policy  of  the  United  States.  Tn  effecting  this  policv.  the  Presi- 
dent shall  make  every  reasonable  effort  to  secure  the  removal 
or  reduction  of  such  restrictions,  policies,  or  actions  through 
international  cooperation  and  agreement  before  resorting  to 
from  the  imposition  of  controls  on  the  export  of  materials 
the  United  States:  Provided,  that  no  action  in  fulfillment 
of  the  policy  ^ci  forth  in  this  paragraph  shall  apply  to  the 
export  of  medicine  or  medical  supplies. 


71 

Additional  amendments  were  made  to  section  4  establishing  proce- 
dures by  which  any  persons  engaged  in  a  domestic  business  opera- 
tion could  request  exemption  from  export  controls  in  order  to  al- 
leviate a  unique  hardship  resulting  from  those  controls.  The  desire 
to  sell  at  higher  prices  was  declared  unacceptable  as  evidence  of  unique 
hardship. 

Other  amendments  of  relevance  concerned  the  monitoring  and  re- 
porting procedures  under  sections  5  and  10.  The  quarterly  report  to 
Congress,  under  section  10,  was  thereafter  to  include  an  analysis  by 
the  Secretary  of  Commerce  of  (1)  the  impact  on  the  economy  and 
world  trade  of  shortages  or  increased  prices  of  commodities  subject  to 
monitoring  under  the  Export  Administration  Act  and  to  the  report- 
ing requirements  of  the  Agricultural  Act  of  1970,  (2)  the  world- 
wide supply  of  those  commodities,  and  (3)  actions  taken  by  other  na- 
tions in  response  to  such  shortages  or  increased  prices. 

Although  the  Export  Administration  Act  has  not  been  invoked  for 
more  than  monitoring,  minimal  licensing,  and  reporting  of  exports 
since  the  soybean  embargo  of  1973,  the  existence  of  this  standby  au- 
thority convinced  U.S.  grain  trading  companies  to  cooperate  in  the 
voluntary  prior-approval  system  of  1974,  and  the  moratorium  on  grain 
sales  to  the  Soviet  Union  and  Poland  in  1975.  Farm  groups,  especially 
the  National  Association  of  Wheat  Growers,  have  charged  that  the 
voluntary  1975  moratorium  violated  the  terms  of  the  1969  act,  as 
amended.  The  NAWG  is  considering  a  lawsuit  to  test  the  recent  Presi- 
dential actions  in  the  courts. 

In  a  respose  to  a  congressional  inquiry  on  the  legality  of  the  mora- 
torium and  the  U.S.-U.S.S.R  grain  agreement,  the  State  Department 
submitted  a  legal  memorandum  and  written  answers  to  specific  ques- 
tions. In  answer  to  a  question  about  the  legal  authority  for  the  admin- 
istration's action  in  1975,  the  State  Department  replied : 

The  Department  regards  the  Export  Administration  Act  as 
the  basic  authority  for  the  President  to  impose  domestically 
enforceable  export  controls.  The  President  must  comply  with 
the  terms  of  that  act  or  some  other  authorizing  legislation 
or  treaty  in  order  to  enforce  export  controls  as  a  matter  of 
domestic  law.  The  Export  Administration  Act,  however,  does 
not  require  the  President  to  impose  controls  at  any  time  on  any 
product,  nor  does  it  derogate  from  the  President's  power  to 
take  actions,  including  the  Grains  Agreement  and  the  various 
informal  requests  and  understandings,  which  may  nffect  ex- 
ports but  which  have  independent  constitutional  or  legisla- 
tive authority.  That  such  actions  may  not  be  enforceable 
domestically  without  prior  compliance  with  the  Export  Ad- 
ministration Act  does  not  render  them  or  their  authority  in- 
valid. 

As  an  explanation  of  the  grain  agreement  and  its  relationship  to 
the  1969  act,  the  State  Department  concluded : 

The  Congress  has  granted  thr»  President  very  broad  au- 
thority to  control  exports  from  the  United  States  in  the  Ex- 
port Administration  Act  of  1969,  as  amended,  50  U.S.C.  App. 
2401-241  .°>.  With  respect  to  agricultural  commodities,  Con- 
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gress  has  made  clear  in  Section  4(f)  that  export  controls  may 
be — but  are  not  required  to  be — established  in  cases  of  extreme 
short  supply  or  when  the  President  determines  that  such  con- 
trols are  required  to  further  significantly  the  foreign  policy  of 
the  United  States  and  to  fulfill  its  international  responsibili- 
ties, or  to  protect  the  national  security. 

As  Congress  has  granted  the  President  complete  discre- 
tion to  impose  or  not  to  impose  export  controls  on  general  for- 
eign policy  grounds,  it  is  well  within  the  constitutional  power 
of  the  President  to  agree,  as  in  Article  II  of  the  Agreement, 
not  to  exercise  that  discretion  to  control  the  export  of  a  de- 
fined quantity  of  grain  for  a  specific  period  of  time  under  con- 
ditions where  the  United  States  grain  supply  does  not  fall 
below  certain  limits.  This  undertaking  is  consistent  with  the 
policies  of  the  Export  Administration  Act  as  stated  in  Sec- 
tions 3  and  4(f).  Moreover,  as  this  assurance  was  necessary 
to  obtain  the  Soviet  purchase  commitment,  it  serves  the  pur- 
pose of  the  Agricultural  Marketing  Act. 

A  question  has  been  asked  whether  the  consultation  pro- 
visions of  Article  IV  of  the  Agreement  constitutes  de  facto 
export  controls  without  regard  to  the  procedural  require- 
ments of  the  Export  Administration  Act,  The  grain  Agree- 
ment with  the  USSR  clearly  meets  the  foreign  policy  cri- 
teria of  the  Export  Administration  Act.  Thus,  the  President 
could  have — or  could  in  the  future — rely  on  the  authority  of 
that  Act  if  he  determines  that  export  controls  are  in  the  na- 
tional interest.  However,  the  Agreement  itself  does  not  limit 
the  export  of  United  States  grain  or  establish  any  controls 
enforceable  under  United  States  law. 

The  1974  extension  of  the  Export  Administration  Act  of  19G0  was 
to  expire  on  September  30,  1976.  Both  the  Senate  and  the  House 
had  passed  extension  bills  before  adjournment  of  the  91th  Congress. 
However,  both  bills  died  when  no  Senate  conferees  were  appointed 
before  final  adjournment.  Two  provisions  of  the  extension  bills  are 
pertinent  to  this  study. 

The  first  pertinent  provision  of  the  extension  bills  was  the  Huddles- 
ton  amendment  to  section  4(f)  of  the  act.  According  to  the  amend- 
ment no  export  controls  could  be  imposed  on  agricultural  commodit  Les 
for  foreign  policy  reasons  until  a  Presidential  determination  had  been 
made  that  such  controls  were  required,  and  until  a  30-day  period  had 
elapsed  during  which  Congress  could  adopt  a  concurrent  resolution 
disapproving  of  the  proposed  controls.  The  amendment,  added  to 
S.  3084  oti  the  Senate  floor  by  a  voice  vote,  did  not  provide  for  con- 
gressional disapproval  of  export  controls  for  short  supply  or  national 
security  reasons.  The  Huddleston  amendment  was  proposed  to  the 
House  International  Relations  Committee  during  its  markup  of  FI.R. 
'77.  but  encountered  strong  opposition  and  was  defeated. 

Second,  identical  sections— 10,9  in  S.  3084  and  16  in  TI/R.  15377 
authorized  the  Secretary  of  Commerce,  in  consultation  with  the  Secre- 
tary of  Agriculture  to  guarantee  that  agricultural  commodities  pur- 
■<1  by  or  for  the  use  of  foreign  counl  ries,  and  stored  in  the  United 
States  for-  export,  would  remain  free  from  any  short  supply  export 
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controls  later  imposed  if  the  purchaser  gave  adequate  assurances  that 
(1)  the  commodities  would  be  eventually  exported,  (2)  neither  the 
sale  nor  export  of  the  commodities  would  result  in  an  excessive  drain  of 
scarce  materials  from  this  country  or  have  a  serious  domestic  infla- 
tionary impact,  (3)  storage  of  the  commodities  in  the  United  States 
would  not  unduly  limit  the  space  available  for  domestically  owned 
commodities,  and  (4)  the  purpose  of  the  storage  in  this  country  was  to 
establish  a  reserve  for  later  use,  but  not  including  resale  to  a  third 
country.  The  provisions  were  intended  to  give  greater  assurance  to 
foreign  buyers  that  the  commodities  the3T  had  purchased  and  paid  for 
would  not  be  subject  to  quantitative  export  controls  imposed  after  the 
purchase  had  been  made,  and  to  encourage  the  acquisition  of  reserve 
supplies  of  U.S.  farm  commodities  by  foreign  buyers. 
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TABLE  2.— AVERAGE  ANNUAL  PRICES  RECEIVED  BY  U.S.  FARMERS  FOR  WHEAT,  CORN,  AND  SOYBEANS 

[In  dollars  per  bushel] 


Calendar  year 

Wheat 

Corn 

Soybeans 

1945 

„        1.49 

1.23 
1.53 
2.16 
1.28 
1.24 
1.52 
1.66 
1.52 
1.48 
1.43 
1.35 
1.29 
1.11 
1.12 
1.05 
1.00 
1.10 
1.12 
1.11 
1.17 
1.16 
1.24 
1.03 
1.08 
1.16 
1.33 
1.08 
1.57 
2.55 
3.03 
2.46 

2.08 

1946 

1.90 

2.57 

1947  

2.29 

3.33 

1948  

1.98 

2.27 

1949  

1.88 

2.16 

1950   .  

2.00 

2.47 

1951  .  

2.11 

2.73 
2.72 

1952 

2.09 

1953 

2.04 

2.72 

1954 

2.12 

2.46 

1955 

1.98 

2.22 

1956 

1.97 

2.18 

1957  

1.93 

2.07 

1958  

1.75 

2.06 

1959 

1.76 

1.96 

I960 

1.74 

2.13 

1961  

1.83 

2.28 

1962 

2.04 

2.36 

1963  

1.85 

2.51 

1964 

1.37 

2.62 

1965 

1.35 

2.54 

1966 

1.63 

2.75 

1967 

1.39 

2.49 

1968  

1.24 

2.43 

1969 

1.25 

2.35 

1970 

1.33 

2.85 

1971 

1.34 

3.03 

1972 

1.76 

4.37 

1973 

3.95 

5.68 

1974  

4.09 

6.64 

1975 

3.52 

4.60 

Source:  USDA  Agricultural  Statistics. 
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TABLE  4.—VALUE  OF  U.S.  EXPORTS,  AGRICULTURAL  EXPORTS,  AND  EXPORTS  OF  COARSE  GRAINS,  WHEAT, 

AND  SOYBEANS 

[Dollar  amounts  in  millions] 


Fiscal  year 


Total 

U.S. 

exports 


Agricul- 
tural 
exports 


Agricul- 
tural 
exports  as 
percentage 
of  total 
exports 


Exports  of 

feed 

grains 


Exports  of 

wheat  and 

tlcur 


Exports  of 

soybeans, 

meal,  and 

oil 


Value  of 

exports  of 

wheat  and  flour; 

coarse  grains;  and 

soybean  products 

as  a  percentage 

of  the  value  of 

total  agricultural 

exports 


1930    $4,618  $1,496 

1931"     3,032  1,033 

1932"      __'_-  1,908  752 

1933"""      .-  1,413  590 

1934  ...  2.008  787 

1935  ...  2,085  669 

1935 2,375  755 

1937 2,791  732 

1938   3,362  891 

1939  ; 2,835  683 

1943    3,744  738 

1941"    3,959  350 

1942      6,451  1,032 

1943      10,023  1,497 

1944"  ".    ...  14,693  2,305 

1945      12,549  2.191 

1946  ...  8,463  2,857 

1947  ...  12,725  3,610 

1948  .  13,799  3,505 
1949"  ." 12,690  3,830 

1950  10,104  2,986 

1951  .   12,598  3,411 

1952  .   15,571  4,053 

1953"     15,126  2,819 

1954"     15,226  2,936 

1955  ...  14,927  3,144 

1956      16.896  3,496 

1957 20.672  4,728 

1958  .  .  18,741  4,003 

1959  17,357  3,719 

1960  .  19,110  4,519 

1961  .  20,507  4.S46 

1962      21,447  5,142 

1963    21,638  5,078 

1964      24,718  6,068 

1965 ■„• 26,331  6,097 

1966 28,886  6,676 

1967 30,819  6,771 

1968 32,195  6,311 

1969 35,221  5,741 

1970 41,059  6,721 

1971 43,663  7,758 

1972  .; 44,848  8,047 

1973      57,815  12,902 

1974  .    84,960  21,323 


32  

34 

39  . 

42  

39 « 

32 . 

32 

26 

27 

24 . 

20 : 

o 
16  II~~_"I~~^~"~"~"~~™I 

15 

16  ;: 

17  $33  S79  $22  6 
34  52  563  23  22 
28       305       876        48  34 

25  173  1,361  48  45 
30  280  1,300  110  44 
30  245  661  103  34 
27       366       729       154  36 

26  326  1,060  127  37 
19       309       669       112  38 

19  224  441  149  27 
21  236  491  180  29 
21       388       587       329  37 

23  336  930  375  35 
21       3S8       681       327  35 

21  530       726       369  44 

24  545  812  465  40 
24       537      1,030       486  42 

24  710  1,216  522  47 
23       733     1,087       684  49 

25  819  1,453  726  49 
23  945  1,184  938  50 
23      1,350     1,357      1,050  56 

22  1,162     1,268     1,122  52 

20  1,015  1,250  1,100  53 
16  768  893  1,122  49 
16  987  942  1,520  51 
18  1,096  1,201  1,895  54 
13  1,118  1,048  1,993  51 
22  2,311  2,345  3,123  60 
25     4,652     4,695     4,632  65 


Source:  Calculated  from  USDA  Agricultural  Statistics,  1951-75. 
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TABLE  8.-W0RLD  TRADE  IN  SOYBEAN  OIL,  ANNUAL  1955-74 
(In  thousand  metric  tons] 


1965 

1955 

1957 

1958 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

EXPORTS  FROM 

MAJOR  EXPORTERS 

United  States 

Germany,  West 

France. 

Netherlands. 

Denmark 

553 
0) 

(') 
41 

393 
0) 
0) 
0) 
33 

514 

33 
0) 
0) 
43 

434 
36 
0) 
21 
44 

403 
42 

o 

55 
45 

681 
68 
29 
86 

56 

784 
76 
42 
94 
47 

595 
53 
59 

113 

46 

439 
134 

63 
118 

33 

759 
241   .. 

81  .. 
197  .. 

32  .. 

356 

World  total.. 

688 

512 

664 

594 

608 

1,117 

1,339 

1,097 

1,046 

1,533  .. 

IMPORTS  BY 

MAJOR  IMPORTERS 

Pakistan 91 

India 40 

Iran 27 

Yugoslavia (') 

Spain 97 

Sweden (') 

Egypt 0) 

Morocco 44 

Peru 0) 

Chile (i) 

Canada (') 

United  Kingdom 21 

France 0) 

Germany,  West (0 

Italy.... 0) 

Netheralnds 22 

World  total 

imports 546 


1  Less  than  20,000  metric  tons. 

Sources:  1965-70  USDA  FAS  Foreign  Agriculture  Circular  FFO  17-71,  October  1971. 1970-71  USOA  FAS  Foreign  Agricul- 
ture Circular  FOP  4-76,  April  1976. 


83 


TABLE  9.— WORLD  PRODUCTION  AND  TRADE  IN  SOYBEAN  CAKE  AND  MEAL 
[Annual  1965-75;  in  million  metric  tons) 


1965 


1966   1967   1968   1969 


1970 


1971 


1972   1973 


1974 


1975 


34.4 


3.6 
3.1 

0) 


6.7 


World  soybean  cake 
and  meal  produc- 
tion    17.1   20.0   21.8   22.8   25.5   26.3   26.9   28.9   31.7   39.4 

EXPORTS  FROM 
MAJOR  EXPORTERS 

United  States 1.9  2.2  2.4  2.6  2.9  3.6  4.0  3.6  4.4  4.9 

Brazil 1  .1  .1  .2  .2  .5  .9  1.4  1.5  2.0 

People's  Republic 

of  China (Q  Q)  0)  (i)  Q)  (')  Q)  Q)  Q)  Q) 

World  total 
exports....        2.0         2.4         2.5         2.9         3.2         4.1  4.9  5.0         5.9         6.9 

IMPORTS  BY  MAJOR 
IMPORTERS 

Belgium- 
Luxembourg. 1  .1 1  .2  .3  .3  .4  .3  .3 

Denmark 2  .2  .2  .1  .2  .2  .2  .3  .3  .4 

France 4  .6  .6  .7  .8  .8  .9  1.0  1.1  1.5 

WestGermany .4  .7  .7  .6  .9  .9  1.2  1.3  1.1  1.6 

Italy 1  .1  .1  .1  .2  .2  .3  .4  .4  .6 

Netherlands 1  .2  .2  .3  .2  .5  .6  .5  .5  .7 

United  Kingdom 2  .2  .1  .1  .1  .2  .3  .2  .2  .2 

Spain 0)  .1  (i)  (i)  (i)  (i)  (i)  (i)  .3 

Total  West 
Europe 

Czechoslovakia 

East  Germany 

Hungary 

Poland 

Total  East 
Europe 

Total  Europe 

World  total 
exports 2.8         3.6         3.5         3.7         4.3         5.3         6.2  7.3         8.2 


.3 
.4 
1.4 
.7 
.4 
.8 
.2 
.2 


.        2.2 

2.8 

2.7 

2.9 

3.2 

3.9 

4.6 

5.0 

5.2 

5.6 

5.4 

(0 

0) 

13 

0) 
0) 

0) 
0) 

0) 

.2 

0) 

(0 
.3 
.1 
0) 

.1 
.3 
.1 
.1 

.2 
.4 
.2 
.1 

.3 
.6 
.2 
.2 

.5 
.6 
.3 

.5 

.2 
.7 
.4 
.4 

.3 
.6 
.5 

0) 

.5 

.3 

.5 

.5 

.5 

.7 

1.0 

1.3 

1.9 

2.4 

2.6 

2.9 

2.5 

3.3 

3.2 

3.4 

3.9 

4.9 

5.9 

6.9 

7.6 

8.2 

8.3 

8.4 


•  Less  than  100,000  metric  tons. 

Source :  USDA  FAS :  0.  &  P. :  FCA,  June  1, 1976. 
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TABLE  10.— WORLD  PRODUCTION  AND  TRADE  IN  WHOLE  SOYBEANS 
[Annual  1965-75;  in  million  metric  tons] 


1955 

1956 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

19751 

World  whole  soy- 
bean production.. 

32.3 

34.8 

36.5 

39.7 

40.5 

41.8 

43.5 

47.4 

57.3 

51.4 

62.9 

EXPORTS  FROM 

MAJOR 

PRODUCERS 

United  States 

R'azil.. 

People's  Republic 
of  China 

6.1 
() 

.5 

6.7 
.1 

.5 

7.1 
.3 

.5 

8.0 
() 

.5 

8.4 
.3 

.4 

11.9 
.2 

.4 

11.5 
.2 

.4 

11.9 
1.0 

.3 

13.2 
1.7 

.3 

13.9 
2.7 

.3 

12.4 
3.5 

.3 

World  total 
exports 

6.9 

7.5 

8.1 

8.7 

9.3 

12.6 

12.2 

13.4 

15.4 

17.1 

16.2 

IMPORTS  BY 

MAJOR 
IMPORTERS 

Belgium- 
Luxembourg 

Denmark 

France 

Germany,  West 

Italy 

Netherlands 

Spain 

United  Kingdom 

.1 
.4 
.1 
1.2 
.4 
.3 
.3 
.2 

.1 
.3 
.1 
1.6 
.5 
.4 
.6 
.2 

.2 
.4 
.1 
1.6 
.5 
.4 
.8 
.2 

.2 
.3 

<-) 
1.4 
.6 
.6 
.9 
.2 

.2 
.4 
() 

1.3 
.6 
.9 

1.0 
.3 

.3 

.5 

.4 

2.0 

.8 

1.1 

1.2 

.3 

.3 

.4 

.4 

2.0 

.8 

1.2 

1.3 

.3 

.3 

.5 

.4 

2.2 

.8 

1.6 

1.4 

.5 

.4 
-> 

.'5 
2.8 

.8 
1.2 

.8 

.7 

.7  . 

.4  . 

.5  . 
3.7  . 
1.2  . 
1.5  . 
1.5  . 

.8  . 

West  Europe 
total 

3.5 

4.3 

4.7 

4.7 

5.2 

7.2 

7.4 

8.3 

8.3 

11.2  . 

Canada 

U.S.S.R 

China,  Taiwan 

.4 

ei 

.2 
1.8 

.4 
<-') 
.1 
.2 
2.1 

.4 

.2 
2.1 

.3 

(-") 
.3 
.2 

2.5 

.4 

() 

.4 

.2 

2.5 

.4 

.2 
3.2 

.4 

.4 

3.2 

.3 

.3 
.7 
.3 
3.3 

"7. 

.6 
(-) 
3.6 

.3  . 

........ 

(-)  - 
3.2. 

Japan 



World  total 
imports 

6.5 

7.5 

8.1 

8.3 

9.1 

11.9 

12.6 

13.8 

14.8 

17.0  . 

i  Estimate. 

2  Less  tnan  100,000  metric  ton; 

Sources:  1965  70,  USDA,  FAS  Foreign  Agriculture  Circular  FFO  17-71,  October  1971,  1970-74,  USDA,  FAS  Foreign 
Agriculture  Circular  FOP  4  76,  April  1976. 
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